oe eee 
MA\ 261943 | 


ation 


: THE 

' QUARTERLY 
REVIEW 

OF COMMERCE 


| The Effects of the War on Canada’s External Trade 
- Hon. Jas. A. MacKinnon 


Canadian War Production and the Three M’s H. J. Carmichael 
Priorities in the War Economy Les. W. Holbrook 
The Nugent Plan Dr. W. B. Harvey 

: The Challenge to Business Anonymous 

3 Pooling of Retail Deliveries W.P.& T.B. 
Book Review: The Common Problem William R. Yendall 


Volume X No. 1 


Winter 1943 Number 


UNIVERSITY OF WESTERN ONTARIO 











When Canada Calls 


In order to meet the great responsibilities undertaken 
by this Dominion as a member of the British Common- 
wealth of Nations, it is absolutely necessary that this 
country employ its vast resources to the fullest extent 
and that Canadians exert every effort to supply to the limit 
the sinews of war required to meet the present emergency 
in this fight for justice and liberty. 


The management of The Bank of Toronto considers it 
a privilege to make available for this great national effort 
the largest resources in its history, and we cordially invite 
you to discuss business plans with us. 


™BANK-IORONTO 


Incorporated 1855 























Consider 
a Business Career! 


—or if you take up a professional career be sure to get a background 
Send for this of the rudiments of Business. 
FREE Book In the former you have the prospect of position, and promotion; 
in the latter your professional ability is enhanced by pct broader 
understanding of business matters. 


In either case a Course in Business subjects at Shaw Schools is highl 
desirable for the University Graduate. The Shaw training is individ 
adapted to your capacity for study and time at your disposal. 

Shaw Courses lead to well paid Secretarial or Business administrative 
positions. 

There are 12 SHAW Day and Night Schools in Toronto; also the SHAW 
Correspondence School which provides many Home Study Courses. 


Write today for comprehensive booklet—*“Up with the Times.” 


SHAW business SCHOOLS 


SHAW SCHOOLS HEAD OFFICE—1130 Bay Street, Toronto 

















THE QUARTERLY REVIEW OF COMMERCE 


NUMBER 1 


EDITORIAL COUNCIL 


R. B. Wiis, M.A. M. K. INMAN, Ph.D. 
H. L’Ecuyer, M.B.A. W. B. Harvey, Ph.D. 
E. E. Remy, M.S. C. J. BrrrNer, Ph.D. 
Consulting Editor ELEANOR C. DOHERTY, Ph.D. 
Managing Editor R. BURNS 


STAFF 
Editorial Assistants BYRON BOUGHNER 
and HOWARD WALLAR 
Circulation Manager and Advertising Manager STEWART FUKE 
Business Manager WM. POLLARD 
Secretary MARY THOMPSON 


The Effects of the War on Canada’s External 
Trade Hon. Jas. A. MacKinnon 


Page 1 


Canadian War Production and the Three M’s H. J. Carmichael 


Page 19 


Priorities in the War Economy Les. W. Holbrook 
Page 29 


The Nugent Plan Dr. W. B. Harvey 


Page 39 


The Challenge to Business Anonymous 
Page 47 


Pooling of Retail Deliveries W.P.&T. B. 
Page 52 
Book Review: The Common Problem William R. Yendall 


Page 67 








THE QUARTERLY REVIEW OF COMMERCE does not assume responsibility 
for the statements or opinions of its contributors. 





PUBLISHED QUARTERLY 
By the Departments of Business Administration and Political Science, 
University of Western Ontario 





50c per copy. 

The subscription terms: $2.00 a year; $5.00 three years. Entered as second class 
matter at the Post Office at London, Ontario. Address all communications to the 
Managing Editor, The Quarterly Review of Commerce, University of Western 
Ontario, London, Canada. 


EF. 
Nac O 


«ee 


“~ 
\) 
Vv. 

















HGDS 


Editorial || § 


BACK THE ATTACK, the slogan of the Fourth Victory Loan 
Campaign, will crystallize and direct our drive for victory on the Home 
Front. A minimum of $1,100,000,000 is needed to continue the flow of 
vital war materials to the fighting front. 

We quote the Commander of the Canadian Army, Lieut.-General 
A. G. L. McNaughton, “For many months now there has been an ever- 
rising flood of munitions to carry forward our purpose against the 
enemy. We are pressing hard for victory. We have seen most encour- 
aging results from the past Victory Loans materialize in aiding the 
rout of Rommel and the Afrika Korp clear across North Africa. 

Now, more than ever, we must be sure to tip the balance in our 
favour and hold it there! 

One of the big jobs of the Loan will be to get subscriptions from at 
least 3,000,000 people. The tide of the battle may have turned in our 
favour, but the only optimism we dare have and use is found in the 
meaning of BACK THE ATTACK. 
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THE EFFECTS OF THE WAR ON CANADA’S 


EXTERNAL TRADE 
HON. JAS. A. MacKINNON, 


Minister of Trade and Commerce, Canada 
. «= 


INTRODUCTION 


T the outbreak of war in September 1939, all countries of the 

world were immediately confronted with economic problems of 
the first magnitude. In the countries immediately involved it was at 
once realized that, to an extent even greater than in the War of 1914-18, 
the dislocations that were bound to follow the rapid mobilization of 
man-power and the consequent interruptions to trade and commerce 
between nations would be profoundly disturbing and far-reaching. The 
highly mechanized character of modern warfare and the internal 
economic strength of Germany meant a stubborn fight for time until 
the Allies could organize themselves and their resources. The Nazi 
system had been organized on an all-out war economy basis for six or 
seven years previously and a tremendous military organization enabled 
Germany to strike suddenly and with terrific force, from a central 
position, against nations loosely held together in the economic sense. 


Among neutral nations the problems to be faced were equally 
serious, though not so imminent —for “global” war leaves no one 
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unscathed. Their ordinary avenues of trade were gradually paralyzed 
after the establishment of major areas of blockade, and their internal 
economies were set topsy-turvy without the compensation that is pro- 
vided for dislocated labour, where a peacetime economy is supplanted 
by a war economy. Certain neutrals were able, for a time, actually to 
raise their imports from abroad, but, as the areas of warfare expanded, 
they, too, suffered with the rest. 


For years prior to the outbreak of war German and Italian trade 
had been organized, in anticipation of the conflict, through government 
agencies that either monopolized or closely regulated all transactions— 
importing to build up the necessary reserves of war stocks and exporting 
only as a means to that end. 


After the fall of France, a large part of the trade of continental 
Europe fell within the orbit of Germany. The trade of the rest of the 
world centred around the United Kingdom and the United States. These 
large trading areas were not entirely water-tight compartments; 
Sweden, Spain, Portugal and the U.S.S.R., for instance, could maintain 
some trade connection with both camps, but, by and large, each country 
had to learn to live unto itself. Thus, continental Europe had to do 
without the commodities normally imported from other parts of the 
world and the latter found themselves with a superabundance of certain 
raw materials that were a glut on the market. Only for commodities of 
strategic importance was the demand maintained and prices high. The 
war has, in fact, entirely altered the structure of world trade, and an 
understanding of the purposes behind the government controls of trade 
that have been put into effect is essential to a proper appreciation of 
the present trade situation. 


Canada entered the war at the side of Britain in full realization of 
the task ahead and the issues at stake. Steps were taken to link her 
entire national economy, including her external trade, to the war effort. 
For 1942 aggregate export and import trade will exceed $4,000 million. 
It is estimated that the total value of imports will be very close to $2,000 
million, while exports will show an even greater dollar value. This is 
not, of course, a normal development. The greater part of this huge 
movement is composed of war commodities—the result of tremendous 
orders for munitions and supplies placed by governments and financed 
through national budgets. These circumstances have upset the normal 
balance of international payments and the difficulties of financing these 
wartime transactions present a problem that has yet to be solved, 
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although measures of far-reaching importance have been taken in the 
Lease-Lend legislation of the United States and in the Canada-United 
Kingdom Financing Act of 1942 to which fuller reference is made 
on page 


The Balance of International Payments. — Fundamental changes 
have taken place in the international position between the years 
immediately preceding hostilities and the first full year of war, viz., 
1940. Unfortunately, data for 1941 and 1942 are not available and the 
trends cannot be followed through, but the abnormalities shown in 
1940 have been undoubtedly greatly magnified in later years, and have, 
indeed, become so great as to offset the normal machinery for adjusting 
debit and credit balances. 


In pre-war years there were large credit balances on current 
account with the United Kingdom and with “Other Countries”, but 
with the United States there were debit balances of varying amounts. 
In general the surplus receipts from the United Kingdom and Other 
Countries were used to settle the excess payments due to United States. 
For the five-year period preceding the war, Canada was in a strong 
position, due, in large part, to her merchandise trade with the United 
Kingdom. 


The United Kingdom total net balance due Canada for the five years 
accounted for 62 per cent. of the aggregate surplus of $958 million for 
all countries. Transactions with the United States resulted in a small 
net deficit, although these figures must be qualified to some extent since 
pre-war estimates of tourist trade are now known to have erred on the 
high side and the probable net deficit would therefore be larger than 
recorded. The individual deficits with the United States for “merchan- 
dise trade” and “interest and dividends” were not offset by the 
individual credits furnished by the export of gold and the tourist trade. 
In the case of “Other Countries” (largely sterling-area countries) there 
was a five-year net credit amounting to more than 70 per cent. of that 
of the United Kingdom. 


Consider now the war period for which there are only 1940 data. 
For this single year the United Kingdom balance due Canada of $347 
million was nearly 60 per cent of that shown for the entire five-year 
period, 1934-38. On the other hand, the United States deficit of $269 
million was four times that for the five-year period, 1934-38, and by 
1940 the war had scarcely got under way. To add further embarrass- 
ment, the lucrative tourist trade was greatly reduced in volume as the 
war developed. 
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In summary, the pre-war situation, as illustrated by the balance 
of payments, was that a large current account surplus resulted from 
trade with sterling-area countries and a deficit, of not too considerable 
proportion, from transactions with the United States. This situation, 
in the circumstances of pre-war conditions, gave rise to no embarrass- 
ment. Surplus sterling was readily convertible into United States funds 
and vice versa, but at the outbreak of war, when the United Kingdom 
imposed exchange control, free conversion was no longer possible and 
United States dollars were immediately at a premium. The established 
triangular free interchange of exchange became resolved into individual 
water-tight blocs and Canada was forced seriously to examine her trade 
with the United States, for it was evident that, as the war progressed, 
her deficit balance of payments to that country would increase rapidly 
in spite of all efforts to control it. The staggering increases that are 
now apparent were not, however, realized at that time. 


THE DEVELOPMENT OF GOVERNMENT CONTROL OF EXTERNAL 
TRADE IN CANADA 
In the switch-over from a peacetime to an all-out wartime economy, 
the first necessity is that production be directed into “essential” 
channels. From this has resulted the present system of commodity 
controls, price ceilings, rationing and other restrictions that have 
characterized the internal economy of all belligerents, in turn. 


External trade is in a sense a by-product of production and the 
war policy that governs one exercises a control over the other. In times 
of peace, trade is generally left as free as possible to find its way into 
every corner of the earth. Many governments have, however, developed 
systems of tariffs by which imports are indirectly controlled and certain 
countries had, before the war, gone much further by the imposition of 
import quotas and other barriers. In times of war, restriction of trade 
is necessary and quite an elaborate system of wartime restrictions has 
been developed in Canada under such legislation as the War Measures 
Act, the War Exchange Conservation Act, etc. The following para- 
graphs summarize the main features of this organization. 


Foreign Exchange Control in Canada and the Financing of Trade 
with the United Kingdom.—In relation to population, international 
transactions play a more important part in Canada than in most other 
countries because of our high position as a trading nation. This very 
reason intensified the need for foreign exchange control after war was 
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declared. Its main purpose is to conserve exchange (in our case United 
States dollars). If exchange had been left free in Canada, it is more 
than probable that large exports of Canadian capital to the United States 
would have taken place with the consequent depletion of vital United 
States dollar reserves. Residents and non-residents alike have, in the 
nation interest, had to submit to restrictions to their normal freedom 
of action. In the early years of war, the United States Neutrality Act 
made it impossible to raise Canadian loans in that country, so that all 
imports had to be paid for in cash; even since the repeal of this legis- 
lation Canada has not floated loans in this market; it was never more 
necessary for us to meet our commitments and maintain our credit 
abroad than it was in those early years. 


In 1939 it was obvious that, under these circumstances, the British 
Empire as a whole would have to exercise a most stringent economy in 
the use of its exchange reserves. Moreover, Britain, who had guaranteed 
payments for French contracts, took over those contracts after the fall 
of France in the summer of 1940, and this correspondingly increased 
the need for United States dollars. The United States, foreseeing that 
the United Kingdom could no longer continue to purchase supplies on 
a cash basis, enacted her Lease-Lend legislation. Canada carried this 
policy a step further when, under the United Kingdom Finance Act of 
1942, one billion dollars was granted to the United Kingdom for the 
purpose of purchasing munitions of war, etc., in Canada. Even this 
sum, at the present rate of purchases, is rapidly disappearing, for, on 
the basis of figures to the end of October of this year, this credit to 
Britain is being used at the rate of nearly $1,400 million annually, which 
is higher than the rate suggested by the Minister of Finance at the time 
the legislation was passed. Some extension of this policy or an alterna- 
tive means of enabling Britain to continue to obtain war supplies and 
foodstuffs from Canada seems to be inevitable. 


As between Canada and the United Kingdom, this billion-dollar 
transfer marked the end of a phase of wartime finance in which Canada 
had accumulated large sterling balances, which the United Kingdom 
could meet only in part by transfers of gold and the repatriation of 
Canadian securities. Thus, from the start of the war up to March 31, 
1942, the net cash deficiency owed by the United Kingdom to Canada 
was $1,870 million. The settlement of this sum under the legislation 

1It is important, in this connection, to explain that capital exports need not be 
made in the form of exchange. Thus, anyone wishing to withdraw his capital from 
Canada could, in the absence of exchange control, do so by using his Canadian 


dollars to buy goods and export those goods, selling them abroad and leaving the 
proceeds on deposit in the foreign country. 
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referred to was arranged as follows: (1) by United Kingdom sale of 
gold to Canada, $250 million; (2) by official repatriation of securities, 
$714 million; (3) by private repatriation of securities mobilized by the 
British Government, $126 million; (4) by a long-term loan given by 
Canada to the United Kingdom, $700 million. There remained surplus 
sterling to the amount of approximately $76 million, which was applied 
to the gift. Without this Britain would have been greatly handicapped 
in the purchase of further supplies of food or munitions in Canada. The 
credit handed over to the United Kingdom thus gave her a net balance 
of $924 million in Canadian dollars upon which to draw for further 
purchases. 


Enemy Trading Regulations.—These regulations are designed to 
bring about the cessation of trade with all enemy countries and the 
sequestration of enemy property, much of which is probably held for 
trading purposes. The regulations were brought into force on Septem- 
ber 5, 1939, but their application has had to be extended as the war has 
developed. Up to April, 1941, the following countries were brought 
within the scope of the regulations, because of occupation by an enemy 
state or by reason of real or apprehended hostilities: Greater Germany, 
Poland, Slovakia, Bohemia and Moravia (September 2, 1939) ; Denmark 
and Norway (April 9, 1940); Netherlands, Belgium and Luxemburg 
(May 10, 1940); Italy (June 10, 1940); continental France, French 
Morocco, Corsica, Algeria and Tunisia (June 21, 1940); Channel 
Islands (July 1, 1940); Roumania (October 12, 1940); Bulgaria and 
Hungary (March 1, 1941); Yugoslavia (April 15, 1941). 


With the expansion of the war zone these regulations were applied 
to Greece on May 1, 1941; to French Somaliland on May 27; to Syria 
and Lebanon on May 27, but withdrawn on September 18; to Esthonia, 
Latvia, Lithuania and Finland on August 2. As from December 7, 1941, 
a state of war was declared against Hungary, Roumania and Finland. 
A proclamation declaring the existence of a state of war with Japan 
as from December 7 was issued on December 8. Enemy Trading Regu- 
lations were applied as of midnight December 6, to Japan, Karafuto 
(Sakhalin), Korea, Manchuria, Kwantung Leased Territory, Formosa, 
Japanese Mandated Islands, Japanese-occupied China including the 
whole of the Chinese coastline, Indo-China, International and French 
Concessions at Shanghai, and any other territory occupied by Japan 
at the time. Due to further war developments, Enemy Trading Regula- 
tions were extended to Thailand on December 22, 1941; Hong Kong 
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on December 24, 1941; Philippine Islands on January 14, 1942; 
Singapore and the Malay Peninsula on February 15, 1942, and the 
Netherlands East Indies, the State of North Borneo and Sarawak on 
March 7, 1942; Burma, March 18, 1942. 


The Control of Canadian Exports by Export Permit.—The number 
of commodities under export control has steadily increased and at 
present all of Canada’s exports are under some form of export control, 
either by reason of destination or because of the supply position. Many 
products have been included so that the Canadian list may conform 
as closely as possible with those products under export control in the 
United States in order that Canada may not be used as a “back door” 
for products that are being allowed to be exported freely from the 
United States to Canada. 


The Government, in the spring of 1941, provided for the establish- 
ment of an Export Permit Branch under the Department of Trade and 
Commerce in order to centralize under one authority the mechanism 
for the issuing of export permits. Before an export permit is issued 
on behalf of the Minister of Trade and Commerce, the Export Permit 
Branch must consult with, and secure the advice of, a responsible official 
of any board, administrator or controller established to deal with the 
particular product for which the export permit is requested. It is 
realized that in the application of such stringent restrictions serious 
inconvenience to exporters must often result. This is a price that must 
be paid, but the Government has protected the public and manufacturers 
as far as possible by the appointment of an Export Control Committee 
whose aim it is to retain as large an export market as possible for 
non-war commodities. 


Control of Imports——The War Exchange Conservation Act of 1940 
prohibited the import from other than the sterling area of a long list 
of the consumption goods that were regarded as non-essential or that 
could be obtained from within the sterling area in sufficient volume to 
meet essential requirements. In addition, the Act made certain other 
products (chiefly cocoa beans, bananas, peanuts, raw gypsum, petroleum, 
business machines, trucks, buses, hardwood, raw fur and silk) subject 
to import license. These measures were supplemented by high excise 
taxes on many of the durable consumer goods affected (automobiles, 
radios, refrigerators, etc.), the main purpose being to discourage 
expansion of their manufacture in Canada as imports were eliminated 
or curtailed. 
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By the controls adopted imports of non-essential and luxury 
commodities are discouraged and trade thus diverted into war staples. 


Import Subsidies and Tariff Adjustments.—Certain tariff adjust- 
ments have been necessary in order to counter-balance restrictions 
against certain imports from the United States and assist British 
countries to overcome the disadvantage of rising production and trans- 
portation costs. The imposition of the retail price-ceiling, on December 
1, 1941, necessitated further measures of this type to ensure a continued 
flow of essential imported goods for sale in Canada. Where necessary, 
in view of the rising prices abroad, assistance is provided to importers 
either by subsides, or by reduction in duties and taxes on imported 
goods, to enable the price-ceiling to be maintained. 


The general principle underlying all import subsidy arrangements 
is that consumer goods imported will cost the importer no more than 
is appropriate in relation to ceiling-prices. The importation of war 
supplies has, of course, been exempted from the operation of the ceiling 
and of import price control. 


Wartime Control-of Shipping.—The transportation of Canadian 
goods overseas was, in pre-war years, predominantly in the hands of 
British shipping, but during the war years the United States War 
Shipping Administration has handled an increased volume of Canadian 
overseas trade. Shipping is one of the important “invisible” items or 
services that enters into the Balance of Payments. In the latest pre-war 
fiscal year ended March 31, 1939, of 27,500 vessels, with a registered 
tonnage of 31,353,871, arrived from sea at Canadian ports, those of 
British (including Canadian) registry numbered 18,579 with an aggre- 
gate tonnage of 20,778,040 — approximately two-thirds of the total 
overseas traffic. 


Because of the importance of shipping to Canada and the difficulties 
that had to be faced as a result of the increased calls on British shipping 
following the sharp reduction of available shipping space and the 
increases in transportation risks, freight and insurance costs, the 
Government created the Canadian Shipping Board in December 1939. 
This Board reports to Council through the Minister of Trade and 
Commerce. The controls exercised by the Board were introduced 
primarily to insure that all merchant vessels under or operated by 
Canadian interests were employed to the maximum advantage; to 
prevent as far as possible undue rises in the cost of shipping services, 
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and to ensure that the use of Canadian port facilities is limited to those 
vessels trading in the interests of Canada and her Allies. 


CANADA’S PRE-WAR POSITION IN TRADE AND THE CHANGES 
BROUGHT ABOUT BY THE WAR 


The difficulties Canadian trade has had to encounter since the 
outbreak of hostilities have now been discussed. It remains to show 
the actual results that have been achieved under these circumstances. 
It is not possible to follow the trend statistically beyond June, 1942, 
since, at that time, certain restrictions on the publication of trade 
figures were imposed. Nevertheless, it is logical to assume that the 
trends in evidence up to then have been continued and will be 
increasingly marked in the period ahead. 


It is a remarkable achievement that a nation of eleven million 
people should have secured, and held with slight modification for a 
decade, the position of fifth trading nation of the world. Since 1936 
the Dominion has been fourth in exports and eighth in imports; in 
1929 she was fifth in both. 


Canada, before the war, and on the per capita basis of trade, was 
even ahead of the world’s leading economic powers such as the United 
States, the United Kingdom and Germany, although the per capita 
trade of certain countries, notably New Zealand, Denmark, Norway 
and Switzerland, was greater than Canada’s. The reasons behind this 
achievement lie in geographic position; political association with the 
British Commonwealth; varied and rich resources; the initiative, energy 
and trading instincts of the people; and, especially since the War of 
1914-18, in the rapid development of industries. 


Distribution of Trade.—The two English-speaking countries, 
namely, the United Kingdom and the United States, have always held 
an overwhelming predominance in Canadian trade. In the year 1938, 
for instance, 75.1 per cent. of the Dominion’s exports of domestic 
products went to these two countries (37.2 per cent. to the United 
Kingdom and 37.9 per cent. to the United States) ; of imports for home 
consumption, the proportion was 80.3 per cent. (17.6 per cent. from 
the United Kingdom and 62.7 per cent. from the United States). The 
remainder of Canada’s trade in pre-war years was, roughly speaking, 
about equally divided between British Empire countries other than the 
United Kingdom and foreign countries other than the United States. 
The vastly increased volume of trade since the war has not made as 
great a difference to these percentage relationships as might have been 
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expected. As shown in the following table, the percentage of imports 
from the United Kingdom has fallen off and that of exports has 
increased, while the percentage of imports from the United States has 
increased somewhat and exports remain about the same. 


PERCENTAGE TRADE OF CANADA (EXCLUDING GOLD) BY 
CONTINENTS, 1938-41 


Imports Exports (Domestic) 
19388 19389 1940 1941 1988 1939 1940 1941 


Europe— 
United Kingdom............ 17.6 15.2 14.9 15.1 37.2 85.5 43.1 40.6 
Other Europe...................... 5.9 4.9 1.8 0.5 8.5 6.3 2.4 0.7 
North America—- 
United States...................... 62.7 661 688 69.3 37.9 41.1 37.6 37.0 
Other North America 2.6 2.3 2.3 2.5 3.0 3.1 3.5 4.8 
South America ....................... 82 2.8 3.3 3.9 1.5 1.8 1.8 1.9 
hs Site oh SE 4.8 5.1 5.8 5.2 4.0 4.8 3.0 4.3 
| SGT ER acerca 2.4 2.5 2.4 2.6 5.6 5.0 3.8 3.0 
I cat cade ch dctaicarsevaticaaneeinecs 0.8 1.1 0.7 0.9 2.3 2.4 4.8 7.4 
Totals.............0............100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Canada has ground for satisfaction in that the two overwhelmingly 
important pre-war geographic channels of trade have remained undis- 
turbed; they are being cut deeper, much deeper, and the nature of the 
commodities being traded is vastly different, but there has not been the 
upheaval nor the disturbance that has been experienced in countries 
not so favourably situated. 


Total Trade for Pre-War and Early War Years.—By 1942, imports, 
despite the measures taken to conserve foreign exchange mentioned 
previously, had more than doubled compared with 1938 (the last full 
year of peace) and exports had nearly doubled. The excessive increase 
of imports is at first sight disconcerting, but it is explained by the 
switching, during this period, from a peacetime to a wartme economy. 
Imports of tools and materials wherewith to build and operate war 
industries were a prerequisite to the more gradual growth of exports 
that could only take place as war production expanded. Imports from 
the United States, for instance, were two and one-third times those of 
1938. From 1939 to 1940 exports of domestic produce increased by 
$254 million, whereas from 1940 to 1941 they increased by $443 million. 
The export of arms and munitions loomed up largest in the returns, 
although agricultural exports, sent to feed Britain, increased by $100 
million from 1940 to 1941. It is to be expected that the proportionate 
growth of exports will be found to be more rapid and figures available 
for the first six months of 1942 substantiate this viewpoint: 











The Effects of the War on Canada’s 
External Trade 


VALUE OF CANADIAN EXPORTS 




























MILLIONS MILLIONS 
HE 
1500 ESPORTS 41500 
Pensa 
/ 4 4 
Pr Gt 
47 a 
1200 LEA 41200 














MINERALS 


ANN 
NAN 


ves 
ANS 


WN 
\\ 











900 _ 4 900 


FITFT7 
a. 


























woop 


77777] YF 
600 QYGAA. ~ PAPa + 600 






































300 L = all = AGRICULTURAL -| 300 
AND 
ANIMAL 
PRODUCTS 
oO Oo 





Av. 193438 1939 1940 194] 
VALUE OF CANADIAN IMPORTS 




































































1500 4 1500 
OTHER 
1200 IMPORTS 41200 
Vesste 
vs “44 
bss ese 
290 “hess 74 + 900 
aa 7 
Pcl L77224 METALS 
yss7 vy 
en Sire 
Za 47 A v 
600 J 44444. Saye 
“Preeel b22524 422222 + 600 
4/7/74 eeree Oo eel / 
Le eted AAA Y NON-METALLIC 
bsses Shes YH GY MINERALS 
44440 Art 4, 
y Y “A TEXTILES 
300 ZH mT U4 ei) AND. __ + 300 
PRODUCTS 

















AGRICULTURAL. 
AND 
ANIMAL. 

PRODUCTS JO 














oO . 
Av.1934-38 1939 1940 1941 





The Quarterly Review of Commerce 


Domestic 
Imports Exports Total Trade 
1938 $ 677,451,354 $ 837,583,917 $1,526,135,487 
-_ See ae 751,055,534 924,926,104 1,686,977,247 
eee 1,081,950,719 1,178,954,420 2,275,168,311 
1941 * vce. 1,448,791,650 1,621,003,175 3,089,246,191 
1942 (6 months)........... 842,704,785 1,098,032,127 1,950,530,311 


1Including foreign exports. 


Eight leading imports and eight leading exports which show large 
increases since 1938 are listed in the following table. The commodities 
are, in the main, such as would be expected to enter into the war 
programme. They relate chiefly to two groups, viz., munitions of war 
and food products. 


LEADING EXPORTS AND IMPORTS WITH PERCENTAGE INCREASES, 
1938 AND 1940 





EXPORTS Percentage 
Commodity 1938 1940 Increase 

Newsprint . $120,007,550 $151,360,196 26.1 
Wheat . 116,273,709 119,530,365 2.8 
Planks and Boards 43,662,709 67,736,934 55.1 
Meats eae 41,362,775 63,289,240 53.0 
Wood Pulp 39,960,178 60,930,149 52.5 
Automobiles 25,299,363 54,306,062 114.7 
Iron: Pig, Ingots, etc. 6,208,317 12,899,923 107.8 
Automobile Parts 2,992,353 10,289,580 243.9 

IMPORTS 
Machinery, excluding Farm $ 48,367,372 $ 71,496,542 47.8 
Rolling Mill Products 42,895,952 55,610,396 29.6 
Coal ... 38,907,709 49,630,132 27.6 
Automobile Parts 29,725,252 47,580,369 60.1 
Rubber Products 18,445,286 35,114,831 90.4 
Farm Implements, etc. 19,245,768 30,673,217 59.4 
Electrical Apparatus 15,550,125 21,250,135 36.7 
Noils, Tops, Waste Wool 6,822,248 13,176,253 93.1 


1Calendar year. 


Munitions of War.—Canada is now one of the main arsenals of 





Democracy, although up to 1939 she was ill-prepared for war. From 
July 1939 to June 1942 war contracts valued at over $4,877 million have 
been let, approximately one-half of which has been solely for Canadian 
account and the other half for British and joint British-Canadian 
purposes. The most important of the items involved are: shipbuilding, 
$437 million; aircraft, $420 million; land transportation, $228 million; 
coastal and defence projects, $225 million; ordnance, $212 million; 
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clothing, $160 million; war munitions and equipment, $73 million. Total 
war expenditures for the current fiscal year are estimated to exceed 
by a wide margin the total money spent for war purposes in the entire 
1914-18 conflict. The full effect of that portion of these contracts which 
is exportable is by no means reflected in these early trade returns. 
There must always be a time lag before production gets under way and 
the very large rise in trade so far recorded is but the beginning of an 
upward swing that must continue until victory is achieved. 


Food Products.—The demands that Canadian agriculture was called 
upon to meet in order to supply Britain’s great need for foodstuffs, after 
many of her former sources of supply were cut off, were heavy indeed. 
In addition to wheat and wheat flour, of which shipments in the first 
two years of war amounted to 300 million bushels and 7 million barrels, 
respectively, there were shipments of other foodstuffs to the immense 
total of 1,830 million pounds, among which were: bacon and other pork 
products, 800 million pounds; cheese, 195 million pounds; eggs, 15 
million dozen; honey, 13 million pounds; and large quantities of concen- 
trated milk, tomatoes and other canned goods. All these have entered 
into trade, and Canadian agriculture is being geared for still greater 
production. Even in the case of wheat, where there is an embarrassment 
of riches owing to large carry-overs and a record crop, Canada has so 
far been able to show some improvement in exports during the war 
years, owing to the almost total dependence of Britain on this country 
for her imports of grain. 


Trade in Raw and Manufactured Products and the Dependence of 
Canadian Industry on Imported Raw Materials.—Early trade in Canada 
was characterized by imports made up chiefly of manufactured products 
and exports of raw and partly manufactured commodities. Since the 
beginning of the twentieth century, and more especially since the war 
of 1914-18, this position has been reversed. A large and increasing 
percentage of imports into Canada now consists of raw materials and 
semi-manufactured products to be used in Canadian manufacturing 
industries, while exports consist, to a greater and greater degree, of 
products that have undergone some process of manufacture. 


The following table illustrates the extent to which raw and manu- 
factured products entered into Canadian trade in the pre-war year 1938 
as compared with 1941. 
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PERCENTAGE IMPORTS AND DOMESTIC EXPORTS, BY DEGREE OF 


MANUFACTURE, 1938 AND 1941 
Imports Exports (Domestic) 
Raw Partly Fully Raw Partly Fully 
Ma- Manu- Manu- Ma- Manu- Manu- 
terials factured factured terials factured factured 


1938} 
United Kingdom..... 8.0% 10.7% 81.38% 33.6% 32.7% 33.7% 
Other British Empire........ 45.8 30.6 23.6 9.4 7.6 83.0 





Totals, British Empire...... 22.3 18.2 59.5 28.5 27.5 44.0 











United States ..... leet. ae 5.2 65.2 21.4 40.2 38.4 
Other Foreign Countries.. 33.6 7.0 59.4 35.8 33.2 31.0 
Totals, Foreign Countries 30.1 5.5 64.4 24.8 38.6 36.6 
Grand Totals, 1938 . 27.8% 9.2% 63.0% 26.6% 33.2% 40.2% 
1941 
United Kingdom 3.6% 8.3% 88.1% 21.8% 28.0% 50.2% 
Other British Empire 52.7 23.2 24.1 4.6 7.4 88.0 





Totals, British Empire 22.8 14.1 63.1 17.5 22.8 59.7 





United States . ee 17.1 4.2 78.7 27.3 35.6 37.1 
Other Foreign Countries.. 64.3 14.8 20.9 3.3 8.7 88.0 





Totals, Foreign Countries 20.8 5.0 74,2 22.6 30.4 47.0 





Grand Totals, 1941........ 21.3% 7.2% 71.5% 19.9% 26.38% 538.8% 
1Fiscal year ended March 31, 1938. 


The following statement shows imports of certain raw materials 
used in Canadian manufactures from 1938 to 1940. The striking 
increases are understandable in the light of events. Hemp is the only 
raw material that shows a substantial decrease in imports. The reason 
for this appears to be that sisal is replacing hemp in the manufacture 
of cordage and that hemp is now being imported in the manufactured 
state. Recent imports of flax, hemp and jute in the form of oakum, 
bags and fabrics, support this latter view. 


The trends shown by these figures were continued in 1941, but 
were specially emphasized in the cases of cotton-seed oil, raw wool, iron 
ore, bauxite (for aluminum), and petroleum. Raw silk naturally showed 
a large drop as a result of import restrictions. 


The dependence of industry on such raw materials from abroad 
works unfavourably in times of war. Problems of assuring the supply 
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loom large and even where the supply is secure the difficulties of pro- 
viding shipping space have to be met. Nevertheless, fundamentally, 
Canada’s position is far from weak. Many of her largest manufactures 
are rooted in the country’s own natural resources and, where this is 
not the case, supplies (except of rubber and tin, since Malay and the 
East Indies fell to Japan) have not been entirely eliminated from trade. 


IMPORTS OF CERTAIN RAW MATERIALS USED IN CANADIAN 
MANUFACTURES, 1938-40 


Cotton- Rubber, Cotton, Hemp 

Vegetable seed Raw Raw Dressed 

Oil for Oil, (including Tobacco, Hides and (including or Un- 

Year Soap, Crude, Balata), Raw, Skins, Linters), dressed, 
gal. ewt. ewt. lb. ewt. ewt. ewt. 


1938 10,492,071 140,419 575,987 4,458,578 252,089 1,449,431 17,125 
1939 ...... 10,644,601 103,715 728,504 4,414,955 490,708 1,705,877 10,445 


1940 . 11,665,678 177,688 1,177,854 3,857,310 440,215 2,271,449 874 
Rags, 
Artificial Manila, Waste Tin in 
Silk Sisal, Paper, Alumnia Blocks, 
Wool, Rovings, Istle, and Other Bauxite, Ingots, 
Raw, Yarns, etc., Tampico, Waste, Iron Ore, Cryolite, etc., 
ewt. Ib. ewt. ewt. ton ewt. ewt. 
1938 . 155,244 1,756,813 444,613 895,206 1,302,430 7,494,629 52,752 
1939 .. 190,777 3,128,339 556,842 1,330,024 1,764,844 10,210,575 58,257 
1940 ... 355,618 3,482,255 877,626 1,845,171 2,418,237 13,963,054 118,378 


1Includes hair of the camel, alpaca, goat, etc. 


In summary, the war has produced a large increase in the total 
value of Canada’s external trade: there has been a contraction in the 
number of countries traded with. Many sources of supply of raw 
materials for Canada’s industries have been affected and ingenuity and 
research have been devoted to conserving reserves and finding substi- 
tutes for such commodities as rubber, spice, vegetable oils, tin, tea, silk 
and fibres. 

PosT-WAR PROSPECTS FOR CANADIAN TRADE 


While the tendency of trade as the War has progressed has been 
strongly in the direction of an almost overwhelming movement of essen- 
tial goods through fewer channels, the Canadian Government has not 
ignored what few opportunities still remain for developing trade in 
parts of the world isolated from continental Europe. Among these are 
Argentina, Brazil and Mexico, Canada’s chief markets in Latin America, 
but Colombia, Venezuela, Cuba, Chile and Peru have not been neglected. 
The Latin American countries represent a total population of 125 
million people. Their pre-war import trade approximated $1,500 million, 
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of which Germany supplied 16.5 per cent.; France and Italy 6.4 per 
cent. In 1938 Canada’s exports to these Republics amounted to but $17 
million, or little over 1 per cent. Between 1938 and 1940, Canadian 
exports to Latin American Republics had risen from $17,400,000 to 
$26,200,000, an increase of nearly 50 per cent.; for 1941 they showed a 
further increase of over 15 per cent. 

To some extent the trade of Latin America and Canada is not 
complementary, but competitive. Nevertheless, these countries offer a 
field meriting the closest attention on the part of the Canadian Govern- 
ment and commercial interests, from both the short-term and the long- 
term view. A Trade Mission, headed by the Minister of Trade and 
Commerce, left Canada in August 1941 to tour the South American 
countries. Trade agreements were negotiated with Argentina, Brazil 
and Chile; and a Modus Vivendi Agreement was executed with Ecuador 
and an understanding was reached with Peru. Goodwill is being built 
up and the way paved for closer trade relations between Canada and 
that continent in spite of difficulties our manufacturers have to face in 
producing certain commodities for export under existing conditions, 
and in the face of reduced shipping facilities. 


Whatever the conditions of post-war trade may be, it is certain that 
few countries will offer such immediate opportunities for the con- 
tinuance of unbroken trade relations as will those of South America. It 
would be idle to speculate on the conditions that will have to be faced 
in the post-war world, yet there are-certain facts that stand out as 
indicators of the nature of things to come. 

It is now well recognized that victory, when achieved, will leave 
the vanquished and many of the victors exhausted. An impoverished 
world, especially the countries of Europe, will somehow have to be 
rehabilitated at great cost in labour and materials. Some system of 
financing the peace, along the lines now taking form to finance the war, 
will be necessary. Some features of the controls and nationally organ- 
ized economies that have grown up out of the war will probably have 
to be projected into the peace, at least until world conditions are again 
settled. The Atlantic Charter has already placed on record the will of 
the British Commonwealth and the United States to. bring about a fairer 
distribution of resources among the nations. That every country should 
have free and equal access to raw materials was not previously denied 
under the pre-war world price system and individual competition, and 
when the post-war system is taking form it will be our great problem 
to define how a new and fairer distribution is to supersede or improve 
on the pre-war system. 
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CANADIAN WAR PRODUCTION AND THE 
THREE M’S 


H. J. CARMICHAEL 
Co-ordinator of Production and Chairman of Production Board, 
Department of Munitions and Supply 


* * * 


CANADIAN factory that once made dome fasteners is now turn- 

ing out ammunition. A plant that once made refrigerators is now 
making tank turrets. A former street car factory is now making parts 
for bombers. 


Of all the hundreds of Canadian industrial plants now making 
munitions and supplies of war, only two were turning out exactly the 
same products three years ago. 


Canada has literally beaten her ploughshares into machine guns. 
Early in 1943 our wartime industrial capacity will reach its peak 
objective, a rated annual output of $3,700,000,000 worth of war supplies. 


It has been an amazing feat of expansion, adaptation and 
improvision. 


When our industrial capacity was being converted to war needs 
and before it was geared to war tempo, there were critics who said 
Canada wasn’t doing enough. Now that industry is using up raw 
materials faster than they can be provided, demanding machine tools 
faster than they can be built, and absorbing skilled labour from a 
diminishing supply faster than it can be trained, there are critics who 
say we have bitten off more than we can chew. 


There is a grain of truth in this contention. But only a grain. 


We planned the size of the bite. And if the hazards of war have 
given us a little difficulty in the chewing, we expected difficulties. We 
are tackling them. Effort and ingenuity are solving them. 


The war has created many new problems for the Canadian people, 
intensified many old ones—problems social and problems economic. This 
study will be restricted to a few phases of problems industrial — 
problems of war production. 











20 The Quarterly Review of Commerce 


Essentially they are complex and inter-related, but they can be 
grouped roughly under three main headings — problems of materials, 
machines, and man-power. The Three M’s. These are the vital elements 
of production. A shortage in any one of these fields may affect output 
as a whole. 


Canada has suffered shortages in all three. Yet Canadian wartime 
industry is facing them with vision and ingenuity. Our production goes 
on advancing swiftly and steadily to its peak. 


With all the great nations of the world feverishly working to pro- 
duce armaments and supplies of war, the entire world output of certain 
raw materials inevitably falls short of the entire world demand. Add 
war conditions, loss of certain major raw material sources by enemy 
action, reduction of shipping space and hazards of transport, and every 
nation is experiencing raw material shortages of various kinds in 
varying degree. 


Even in domestic abundance there can be scarcity. Canada, for 
instance, produces most of the world’s nickel. But that nickel must be 
shared among the United Nations to such an extent that even for 
Canadian war production nickel is no longer in abundant supply. 


Canadian steel mills are producing more steel than ever before, 
far in excess of normal peacetime requirements. But even this increased 
production falls far short of the demands of our Canadian war plants. 


Great original sources of tin and rubber have fallen into enemy 
hands. Our stock piles of these materials are irreplaceable this side of 
victory. 


Vital raw materials, therefore, must be diverted from non-essential 
uses, conserved for essential war production. This programme of 
conservation must apply to the whole industrial structure from top to 
bottom. 


At the top, of course, is government control. Without that there 
would be chaos. Canada’s Wartime Industries Control Board enables the 
nation to keep a close rein on supplies of raw materials, domestic and 
imported. It is a valuable agency for adjusting our own raw material 
situation with that of the other United Nations. 


Without controls, for instance, stocks of crude rubber would have 
been dissipated within a few weeks after Pearl Harbor. Under strict 
control it has been possible to dole out rubber for certain highly 
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essential purposes. Controls have enabled us to conserve by regulating 
distribution. 


But national and inter-allied controls, however effective, must be 
supplemented. It is not enough to say to wartime industry: “The total 
tonnage of steel available for 1943 will be so many million tons. Your 
allocations will be thus-and-thus”. Industry must understand the 
necessity of conserving its allocated material. Conservation must follow 
all the way through, from the controller regulating the available supplies 
of a scarce material, through the authorities specifying designs and 
quantities of munitions and supplies, through the prime contractors, 
sub-contractors, production men and foremen right to the humblest 
workers in the plants. Conservation by control can do only part of the 
job. There must be conservation within wartime industry, and indus- 
try’s efforts in that direction must have the full co-operation of 
inspection and purchasing authorities. 


Canadian wartime industry is effecting savings of raw materials 
in four ways: 


By Elimination 

This is primarily a matter of re-design. Specifications for a piece 
of equipment may call for a certain part or component which is not 
essential. The manufacturer may see an opportunity of saving material 
by eliminating the unnecessary part. If purchasing and inspection 
authorities agree with him the part is dropped from specifications and 
raw material is saved. The cocking piece of a rifle, for instance, was 
originally designed with a carefully rounded flange to allow it to be 
drawn back by hand. The Canadian manufacturer of the rifle was 
able to show the authorities that the flange was unnecessary. Only 
rarely would it be necessary to draw back the cocking piece by hand, 
and sufficient grip could be attained by serrating the part. The flange 
was eliminated at an annual saving of $25,000 worth of steel. 


Similarly, research into the need for certain accessories manufac- 
tured for a machine gun resulted in the elimination of seven of these 
accessories such as oilers, cleaning rods and brushes, pliers and 
wrenches. On one order the saving in raw materials amounted to a 
value of over $50,000. 


Eliminations lie more properly in the province of the design and 
purchasing authorities. Much is being done in this field and much will 
yet be done toward stripping our supply requirements down to essentials. 
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By Simplification 

Here again re-design is a basic factor in conservation. After all, 
the men who make munitions are those best qualified to know how they 
can be made most economically. A combination tool originally manu- 
factured for supply with the Bren gun called for 123,000 pounds of steel 
forgings, 25,000 pounds of spring steel and 7,700 pounds of copper at 
current production rate. The tool was essential but elaborate in design. 
A greatly simplified design was worked out and the elaborate tool has 
been replaced by a very simple but completely serviceable accessory 
which is made of seamless steel tubing pressed to shape. No steel 
forgings and no copper are required. All but 3,000 pounds of spring 
steel have been cut from the annual material requirement. These 
savings have been effected at the cost of 30,000 pounds of the steel 
tubing now required for the annual output of the tool. 


A million pounds of special alloy steel forgings have been saved on 
annual production of the Bren by machining the gun body from a 30- 
pound bar of steel instead of from the larger 40-pound bar the original 
specifications demanded. In mass production, small economies are big 
economies. 


Scores of material savings from re-design might be instanced. The 
greatest obstacle overcome was the tendency to regard army and navy 
specifications as sacred and inviolable. It cannot be denied that in the 
past some ordnance authorities have’ been inclined to encourage this 
belief. But the traditional rigidity of service viewpoint in this respect 
no longer holds good. In this war officialdom is willing to be shown. 
Rightly, the authorities insist on maintaining quality standards, but 
the manufacturer who can prove that a departure from orginal design 
will improve the product or save materials or promote production 
efficiency can safely count on their co-operation. 


By Substitution 

Here we enter the most dramatic and astonishing field of raw 
material conservation, a field where great ingenuity is being shown 
under pressure and where science is striding ten years ahead of its 
time. But it is also a field of hidden pitfalls. 


Moulded plywood replaces metal in a long list of products, even to 
aircraft gas tanks. Domestic wood pulp shreds replace imported cotton 
linters in nitrocellulose production. Cotton substitutes for manila hemp 
in the making of rope. Resinous preparations replace rubber in water- 
proof clothing equipment. Plastics replace metals in hundreds of parts 
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and small products—substituting, for instance, for brass in badges and 
uniform buttons. In the metallurgical field malleable castings and die 
castings are substituted for forgings, metal castings and bar stock in 
an infinite variety of ways. Tin may be saved by using iron castings 
instead of silicon bronze for gun mountings. Steel may be saved in one 
operation by using aluminum. In another operation aluminum may be 
saved by using steel. 


The situation is fluid and often confusing. One branch of wartime 
industry may contrive a saving in a critical material by using a 
substitute material regarded as plentiful. The substitute material may 
not be as plentiful as was supposed, may in turn become a critical 
material. This has happened in plastics, where chemicals used in the 
manufacture of certain plastics cannot be supplied in sufficient quantity 
to fill the increased demand. The substitution programme has to be 
guided and correlated lest manufacturers who have altered plant equip- 
ment and production techniques find themselves in trouble, at the cost 
of reduced output of some badly needed supply. 


Efficient use of raw materials constitutes one step in the conserva- 
tion programme. Efficient use of manufacturing capacity is another. 
Another shortage enters the picture here—a shortage of machine tools. 
If we are to reach our production objectives we must do so against the 
handicap of inadequate machine facilities. The handicap can be over- 
come only by rigid conservation of the tools at hand. 


Canada has achieved something of an industrial miracle in convert- 
ing and expanding its peacetime production capacity to wartime needs. 
Factories that once made trucks and pleasure cars are making armoured 
vehicles. Our relatively small shipbuilding industry has been enormously 
expanded. A large aircraft industry has been built up from the grass 
roots. We are producing chemicals, explosives, ammunition, small arms, 
tanks, guns, instruments and a thousand other munitions and war 
supplies on a huge scale. 


Modern production equipment has made this output possible. And 
modern production is based on modern machine tools—those intricately 
contrived robots that can perform the most delicate and complicated 
operations more swiftly and more accurately than man, the machines 
that cut and pound and punch and bore and ream and drill raw materials 
into finished weapons and supplies. 
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The making of these machine tools is a highly specialized industrial 
art, which has reached its greatest development in the United States. 
Our peacetime production of machine tools was not large. When we 
entered the war, as quickly as our production programme was being 
organized every pressure was exerted to get the machine tools we needed. 
Although machine tool production in England and the United States 
was short of urgent demands in both countries, we made our voice 
heard. We got tools—not all the tools we wanted; but machines quite 
indispensable to the programme. 


At the same time we began building up a capacity of our own for 
production of machine tools. Now, with the United States in the war 
and taxing its own machine tool capacity to the limit it is difficult and 
frequently impossible to import more of the complex tools our wartime 
industry would like to have. We must, therefore, make the most of 
what we have at hand. We must see that scarce and specialized machine 
tools are used to the fullest advantage. If increased production in one 
plant is impossible for want of a critical machine tool lying idle in 
another plant, then adjustments must be made. This is a matter for 
the Machine Tools Controller and the government-owned company which 
regulates the supply and distribution of all vital machine tools used 
in wartime industry. 


Conservation of machine tools in the plants is a direct responsibility 
of management. More often than not this conservation is dictated by 
necessity or by standards of efficient production, but there are many 
instances of machine tool conservation inspired by the common interest. 


Conservation in this field is effected in three ways, often dovetailing 
with the methods used to conserve raw materials. 
By Re-design 


A prism holder for a tank periscope was formerly machined from 
an aluminum casting. It was re-designed to be moulded from bakelite. 
The new design saved substantial quantities of aluminum and brass 
but as the machining operations were eliminated it was possible to 
release 133 machine tools from the manufacture of this item. At peak 
production it also represented a saving of 792,000 standard hours of 
labour. This is merely one relatively small instance of a machine tool 
conservation effected by an alteration of design. Hundreds of others 
could be listed. 


By Short Cuts in Operation 
Fifteen small-headed parts for the Bren gun were formerly “turned 
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down” by valuable screw machines. Production men altered the tech- 
nique and now the parts are headed by an operation known as “cold 
heading”, which does not require the screw machines. The operation is 
much less expensive. On one small plunger alone the machining cost 
has been reduced from $322.70 per thousand to $25.10. Vitally important 
is the fact that the critical screw machines have been released for 
essential work. 


Machine tool conservation depends heavily on ingenuity in the 
plant. The engineer in his office or the workman at his bench may come 
up with an idea whereby an operation can be speeded up to get more 
production from a critical machine tool, or whereby the operation can 
be done in another way designed to eliminate the use of the tool 
altogether. As Canadian industry learns more about the business of 
making war supplies there is a steady increase in plant efficiency. 
Innumerable technical examples could be given. 


By Conversion and Reclamation 

No one is expected to make bricks without straw but the engineer 
who is awaiting delivery of a scarce machine tool considered vital to a 
certain production operation may think his way out of the difficulty 
by ingenious use of the tools he has at hand. He may convert ordinary 
tools to his wants, may solve his production problem and discover that 
he can get along without the critical machine tool after all. Then, too, 
when existing small cutting tools are broken or worn out it is not always 
necessary to have a replacement. The vital element of many cutting 
tools is high speed steel. By a patented process the government-owned 
company Cutting Tools and Gauges Ltd. can take these broken or worn 
out tools and reclaim them or turn them into other tools. In its first 
month of operation the company delivered reclaimed tools having a 
new value of $35,000. 


Materials must be conserved. Machines must be conserved. Now 
we come to the last of the three M’s, Man-power. 


We entered the war with a labour surplus. Industrially this surplus 
was by no means as large as was generally believed. As wartime industry 
tooled up and as thousands of men entered the armed services the avail- 
able supply of skilled labour, of course, diminished sharply. Reduction 
or elimination of non-essential industries, application of National 
Selective Service regulations and the phenomenal absorption of female 
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labour by industry have all combined to alleviate the labour shortage. 
Government training plans have helped relieve the depleted ranks of 
skilled workers. 


But these have not been enough. Our wartime production pro- 
gramme is gigantic. And although controls are exercised, controls over 
wages and even the free movement of labour from place to place, labour 
is not a commodity. Some old-fashioned industrialists may think so but 
they live in the past. This is a people’s war. Any exploitation of labour, 
even for the sake of getting more weapons and supplies to save the 
nation from catastrophe, would do irreparable damage to national 
morale and would certainly react against the whole programme of 
production. The whole Canadian industrial organization is simply the 
agency through which the people are producing their own weapons. 


Materials cannot be made into weapons without machines. Machines 
cannot make the weapons without man-power. And with rising war 
production paralleling rising man-power shortage, man-power must be 
conserved in industry. 


Re-design, material substitution, elimination, improvements in 
production technique and changes in operation—all the factors that 
enter into conservation of materials and machines apply to the man- 
power problem as well. 


Re-design of the rear catch on the Bren machine gun magazine 
saves thousands of pounds of copper-coated welding rod annually and 
releases ten milling machines. But it also eliminates three operations 
and reduces three more, saving half a million standard hours of labour 
a year. 


By substituting bakelite for aluminum in the tank periscope prism 
holder already mentioned, an annual saving of 792,000 hours of labour 
is effected at peak production. 


There are 17 operations in assembling magazine cases for the Bren 
gun and the Boys anti-tank rifle. The original method of handling these 
operations involved transporting the components in boxes from one 
operator to the next. Conveyor lines were installed, thus releasing 
labour, which can be used in other tasks. 


A production method designed to save raw material will often 
conserve labour as well. A change in production technique that will 
eliminate a critical machine will release the operator of that machine. 
Conservation in particular thus becomes conservation in general. The 
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classic instance of this in Canadian wartime industry is that of the 
technique applied to mass production of a percussion fuse in one of the 
larger plants. 


The fuse was orginally made of brass. But brass is a critical 
material because huge amounts of it are required for the manufacture 
of cartridge cases and other components. A plant experiment proved 
that the fuse could be made of zinc, at no sacrifice of quality. The 
change was approved. The fuses are now made of zinc alloy, conserving 
more than 40 million pounds of brass annually by using 12 million 
pounds of zinc. 


This is a material conservation achieved by re-design. But the 
change saved more than material. The use of brass required a number 
of intricate and valuable automatic machines, which are not needed now. 
Some eighteen machines have been released for other work. The re- 
design conserves machine tools. 


Heavier output was permitted by using the zinc alloy. Production 
technique was then streamlined. By using loose hand gauges a team of 
eight inspectors had been checking 150 fuse bodies an hour. The gaug- 
ing operations were combined and all the gauges were mounted to a 
solid base in semi-circular order. One inspector can now check 300 
pieces an hour. Where the services of 108 inspectors were required to 
check 25,000 fuses a month, now 108 inspectors can check half a million 
a month. Where the inspected parts were once carried by hand or truck 
from the inspection benches to operators, now they are conveyed by 
material chutes to a moving conveyor belt. This technique saves 7,500 
man hours a month. 


In all, there is an annual saving of close to a million man hours. 
Increased production is obtained, materials are saved, machines are 
saved, man-power is saved, and the fuses are now turned out at a cost 
lower than that achieved by any fuse plant in England or the United 
States. 


Canadian manufacturers of war materials have performed notable 
feats of conservation on their own initiative. Recently, officials of 
production branches in the Department of Munitions and Supply were 
asked to make a thorough survey of the savings already effected and to 
organize an exhibit. From all over Canada, contractors and sub- 
contractors in war production were invited to attend a conference 
dealing with the one subject of conservation. 
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The exhibit revealed the astonishing fact that conservation methods 
already in effect represented a total saving of $155,000,000 a year. The 
dollar mark was used as a common denominator. The vital importance 
was not in the money-saving but in the savings of materials, machines 
and men the figure represented. The re-designs, the simplifications, the 
changes in production technique were made available to all who could 
use them. A special Munitions and Supply committee has been set up 
to help administer an organized programme of conservation in war 
industry, to pool information on shortages and to serve as a clearing 
house so that savings effected by one may be extended to the whole 
field. Permanent exhibits are being set up in Toronto and Montreal. 
Conservation has been organized as a vital factor in Canada’s wartime 
production. 








PRIORITIES IN THE WAR ECONOMY 


LES. W. HOLBROOK 
Priority Division, Department of Munitions and Supply 


2K * * 


ETERMINATION of the needs of our armed forces and those of 
our allies, and the scheduling of production to meet those needs 

in the most efficient manner, is a premier and joint task of industry 
and government, under the war economy that presently obtains; the 
ultimate in coérdination, planning and direction must be the goal if 
we are to furnish our fighting units with the best possible equipment 
in the shortest possible time—and if we are to place the productive 
powers of the nation in a position constantly and consistently to supply 
such equipment, as often and as long as is necessary to achieve victory. 


Coupled with this gigantic programme is, of course, the equally 
important job of keeping civilian demands supplied to a measure that 
makes for an efficient all-round war machine—for it is the so-called 
“civilian front” that must maintain those planned production schedules. 


Among the varied and varying types of wartime restrictions 
placed upon Canadian business, in order to operate under the war 
economy, “priorities” bulk large; of primary importance, in such an 
economy, is this involved system that is designed to put first things 
first—to direct the flow of raw and processed supplies into the produc- 
tion of munitions of war and of essential civilian goods. Priority 
regulations are prosaic and unexciting; but the “priority system’, which 
we will attempt to describe briefly, is at the very heart of our giant 
wartime task. 


Let us observe, at the outset, that the word “priorities” — along 
with such other wartime expedients as “price ceilings’ — stands for 
regulatory measures which would not be tolerated by the Canadian 
citizenry in ordinary times. But these are far from “ordinary times” ; 
to protect our freedom, we must temporarily forego a part of that 
same freedom. 


Economists delight in the process of reducing the world of com- 
merce to an exact science; the present state of economic upheaval, 
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upsetting the normal basis on which business was customarily conducted 
(when industry attempted to produce what it thought would yield the 
most profit), must be most disconcerting to them. But it does give the 
economist an opportunity to conduct a most interesting, albeit involved, 
study—a study that will go on, undoubtedly, long after the war has 
been won. 


At this point, there is a strong temptation to wander into a discus- 
sion of the technical economic aspects of priority control; but, in order 
to make this piece somewhat intelligible and, at least, slightly inform- 
ative, we must present an outline of the control system now in operation. 


Priorities, so far as Canada is concerner, are logically divided 
into three parts; these are designated as Canadian Section, United 
Kingdom Section and United States Section. This article will deal 
chiefly with the work of the United States Section since this is the 
Division that encompasses the great bulk of regulatory measures and 
fixed controls over the flow of raw materials, semi-finished and finished 
products. Before considering the United States priority system, let us 
say a word about the Canadian and United Kingdom Sections. 


The Canadian Section deals only with materials and equipment of 
purely Canadian origin; for such materials and equipment, the priority 
system in Canada operates on an “informal” or “negotiation” basis. 
When a Canadian company experiences difficulty in obtaining delivery 
of materials of entirely Canadian origin, in time efficently to carry out 
a wartime production programme or some essential civilian work, they 
may submit their problem to the Canadian Section of the Priorities 
Branch in Ottawa. As the tempo of Canada’s war effort continued to 
increase, requests for assistance to effect delivery of such Canadian 
materials grew in volume and, today, a small staff of men—well versed 
in Canadian sources of supply—are kept constantly busy in rendering 
this type of assistance. 


Chief work of the United Kingdom Section revolves around the 
issuance of “essentiality certificates”. An Essentiality Certificate is 
just what the term implies; it is a certificate issued to Canadian firms 
after they have proven that a proposed shipment from the United 
Kingdom is essential to the war programme and that the goods in 
question, or suitable substitutes, are not obtainable in Canada or the 
United States. In respect of a wide range of items, in short supply in 
the United Kingdom, and/or in short supply in the United States, and 
which come under Lend-Lease agreement with the United States, the 
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United Kingdom authorities require such a certificate before they will 
grant release of raw materials and allow an export license to the United 
Kingdom supplier. 


With only such brief mention of the work of the Canadian and 
United Kingdom Sections (this brief mention certainly not indicating 
unimportance in the priorities picture), we now consider the fixed 
system of priorities that obtains in the United States, the benefits of 
which have been made available to Canada. 


Under special arrangements with the United States, all present 
and future preference rating orders and preference rating certificates 
(the instruments of the United States Priority System) may be made 
available to Canadian applicants on terms substantially equivalent to 
those upon which they are issued to United States applicants. (Canadian 
purchasers may not use such United States preference ratings to obtain, 
in the United States, materials which they can obtain in Canada.) 


In order to participate in the United States Priority System it is 
necessary, naturally, for Canada to have substantially the same restraint 
on the use of raw materials and supplies as they have across the border. 
This is accomplished by close co-operation with the various Canadian 
Controllers and Administrators. 


In effect, therefore, Canada has the right to participate in the 
benefits of United States preference ratings providing action has or 
will be taken by Canada to obtain similar results in the control of scarce 
materials involved and in the enforcement of regulatory measures. In 
order to implement this policy, there has been established a Canadian 
Branch of the United States Division of Priorities Controls. 


Thinking specifically of the United States Priority System, it 
should be noted that “priorities” are not directly interested in the 
economic evolution of “supply and demand”; they are not interested 
in such things as the “law of diminishing returns” or the “velocity of 
circulation”. They are only interested in getting so much steel to make 
so many guns—and getting it damned fast! The extent to which 
priority control achieves that end is the only important measuring 
stick to be used in judging whether the “system” is working success- 
fully. The United States Priority System is not a perfect one; there is 
no need to emphasize the impossibility of achieving perfection in such 
emergency operations. As time goes on, better methods of doing the 
job will be advanced, no doubt; but, at the present time, the system 
operates on a certain basis and will continue to do so only so long as 
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the desired results are achieved to a reasonable degree. As indicated 
elsewhere in this article, major changes are pending at the moment — 
changes designed to improve the system of getting materials where they 
are needed, when they are needed. 


Before proceeding further, one should consider the instruments — 
the distribution, codrdinating and timing devices — which are used to 
manipulate the United States Priority System. “Priorities”, after all, 
are only a means to an end; this accounts for the fluid, constantly 
changing character of that system, in which “change” must be con- 
sidered normal. In other words, the technical devices employed are 
not particularly important. The important thing is that there is not 
enough material to do the war job and, at the same time, produce all 
desired civilian goods. The war job must be done; therefore, the 
function of the Priorities System set up in the United States, with all 
of its ramifications, is to direct the flow of materials into essential 
wartime channels. 


A brief description of priorities instruments would include the first 
control logically — although not historically — which is the Limitaton 
Control. There are two knds of Limitation Controls now operating in 
the United States — the Limitation or “L” order proper, and the Con- 
servation order, which is generally part of one of the “M” or Materials 
orders — such as the Copper Conservation order. Both kinds of orders 
do exactly the same thing; that is, they restrict the demand for scarce 
materials by curtailing their use in less essential industries, thereby 
making the materials available for the war industries. The only differ- 
ence between the Limitation and the Conservation order is that the 
Limitation order says “you will not produce such an end item” and the 
Conservation order or “M” order, on the other hand, is applied to a 
particular material —for instance, prohibiting the use of copper for 
the production of ash trays, but not prohibiting the production of ash 
trays out of glass or any other substitutes. 


Theoretically, a perfect use of the Limitation and Conservation 
orders would solve the whole problem of shortages by cutting the less 
essential demands by just the right amount so that there would be 
enough for the war economy. Such perfect balance is, however, not 
possible in actual practice and other controls are needed. 


The second type of control is the Preference Rating. In brief, 
preference ratings are a claim from a buyer against a seller, covering 
specific materials needed to produce certain end items. The ratings 
indicate the relative importance of the claim, but do not ensure delivery 
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unless there is enough to cover all higher ratings first. A preference 
rating is, therefore, only a ticket to stand in line, but does not guarantee 
the holder a seat in the theatre, if there is already a capacity crowd 
ahead of him. 


There are four important ways in which United States preference 
ratings are assigned, all performing the same function, but each 
designed to meet a specific problem. These four major divisions are 
“Individual Preference Rating Certificates (PD-1A and PD-3A)”, 
“Industry: Blanket Ratings (P orders)”, “Project Ratings’, and the 
“Production Requirements plan”. 


In a general article such as this we will not attempt to give details 
of the involved system of assigning and extending preference ratings 
under these four major divisions; complete details would make “Gone 
With the Wind” look like a slim brochure from some poetic unknown. 
Since the Production Requirements Plan is, however, at time of writing, 
the major instrument of the United States Priorities System, we should 
present its functions more fully. With their penchant toward abbrevi- 
ation, Washington’s War Production Board (W.P.B.) terms it PRP. and 
it is affectionately known as “Purp”. 


Over 1,000 Canadian manufacturers now operate under PRP; by 
a Canadian order, issued by the Priorities Officer, the Plan has been 
made mandatory for almost all large users of metal. The importance 
of this step lies not only in a closer quantitative control over the volume 
of materials to which preference ratings are assigned, but also in the 
fact that no company operating under PRP is permitted to use or 
extend any other form of preference rating for materials used in 
production. The tightening of control thus effected is obvious. 


Under PRP, a company applies for preference ratings only for the 
quantity of materials which he will actually use during a subsequent 
calendar quarter. If his application is approved, he will receive ratings 
for the specific quantity of materials which can be made available to 
him on the basis of the importance of his operations in the war economy, 
and he is not permitted to accept delivery of more than these specified 
quantities. 

A great deal of information is required from the PRP applicant 
before his application is approved, and it is on the basis of this most 
complete picture of a man’s business that authorizations are given on 
all materials of United States origin which he consumes. 


This article is being written when fundamental changes are 
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scheduled in the operation of the United States Priorities System. Since 
these changes are, at present, in an embryonic stage, and since the 
details of Canadian participation have yet to be announced, it is only 
possible to refer in an informal and general way to these pending 
developments. 


The new development is announced as the Controlled Materials 
Plan; this is a long range Plan for controlling the flow of critical 
materials into war production, one that has been considered for a 
lengthy period of time and which has now reached a point where it 
can be put into operation, the War Production Board in Washington 
announces. 


Evolved from existing distribution systems and from experience 
gained through their operation, the Controlled Materials Plan (CMP) 
is designed gradually to replace a considerable portion of the present 
priority system, including the Production Requirements Plan as it now 
exists. 


The main purpose of the new Plan is to make certain that produc- 
tion schedules are adjusted within material supply, so that production 
requirements are met. This will be accomplished by: 


Adjusting requirements for critical materials to the 
supply ; 

Making the quantity and type of materials needed avail- 
able at the time required to meet approved programmes. 


Allotments of critical materials will be made through seven “claim- 
ant agencies” such as Army, Navy, etc., to prime contractors producing 
essential goods. When critical materials have been allotted to prime 
contractors producing such goods, these prime contractors, in turn, will 
divide the allotments with their sub-contractors and suppliers. 


Carbon and alloy steel, copper and aluminum—the three most basic 
and critical materials in the United States—are the first “controlled 
materials” to be directly allocated under the Plan, which becomes 
effective, in its transitory stage, in the second quarter of 1943 and which 
will be in full operation by July 1, 1943, according to Washington 
announcements. 


On first analysis, the new Plan may not seem to obtain a major 
degree of control since it only revolves directly around three basic and 
critical materials. True, “Controlled Materials” for the time being are 
only three—Steel, Copper and Aluminum—but their use is checked not 





C0! 
su] 
sh 
chi 
shx 
as 
cor 
aut 
of 
pro 


All 
gra 
the 
bas: 


Pro 
too 
and 
proc 
cha 
are | 
prog 


Cont 











Priorities in the War Economy 35 


only where they are needed as production materials, but also for 
operating and maintenance supplies as well as in construction. Since 
scarcely any industry can operate without some amount of one or more 
of these three materials, no loopholes of any size seem to have been left. 


Under the new Plan, authorization will be given to companies by 
the means of “Allotment Numbers”. While “Allotment Numbers” are 
to be issued only for “Controlled Materials”, that is the three leading 
metals, other commodities as well are geared indirectly to the same 
process of building tp production and delivery schedules step by step. 
For priority ratings, issued for these other materials in conjunction 
with the allotment numbers, may be used only on orders for delivery 
according to a time-table corresponding to the allotment period. 


The War Production Board in Washington points out that, if it is 
correct in its assumption that no other material is in relatively tighter 
supply than the three “Controlled Materials”, no delivery difficulties 
should arise for non-controlled materials such as nickel, etc. If, however, 
changes in programmes, substitution or other diminished supplies 
should lead to difficulties in any other material, this would be considered 
as indication that this material, too, should be added to the list of the 
controlled ones; thus, greater scarcity of any commodity would almost 
automatically lead to an adjustment of all programmes to the supply 
of that material—an indication of the flexibility of the new CMP 
procedure. 


The new method of distributing materials is, in effect, “Vertical 
Allotment”. So far as “Controlled Materials” are concerned, it will 
gradually replace a major part of the present priority system, including 
the present Production Requirements Plan, which is on a “Horizontal 
basis”’. 


Under PRP, each firm submitted his own requirements to the War 
Production Board for approval, and received an individual authorization 
to obtain materials. Under the new CMP, prime contractors will prepare 
and submit a breakdown of all materials required for the approved end 
products on which they are working. Such a breakdown is designed to 
chart “demand” against “supply” ; it will specify not only what materials 
are required, but when they must be received to carry out the authorized 
programme. 


Since final decisions have not been made in connection with the 
Controlled Materials Plan, so far as Canada is concerned, it is not 
advisable to go into more detail at this point. Suffice it to say that the 
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aim of the Plan is to use every bit of critical material in the place where 
it will do the most good toward winning the war. Each agency partici- 
pating in the Plan, therefore, is being required to present programmes 
for approval which will lead to the maximum production of the things 
needed most from the materials available in any given period of time. 
As CMP goes into effect, the job of cutting out all non-essential produc- 
tion, both military and otherwise, will be nearing completion. 


When the purpose of priorities is fully realized, it becomes apparent 
that there is a tremendous justification for such a system of control 
under present conditions. If the system did nothing else but get “that 
steel’ for “those guns” in double-quick time it would, of course, be 
entirely justified. 


For readers who, perchance, may be interested in the economic 
aspects of the United States Priority System, we are going to suggest 
a few avenues of such study. We certainly do not pose as an economist 
but, without getting in over our head, we would like to observe that 
priorities also may be considered as: 

(1) A supplement to price control. 

(2) A supplement to any formal system of rationing (of course, 

priority control is, itself, a form of “rationing”’’). 

(3) An instrument aiding in the “substitution” and “simplifica- 

tion” programme. , 


Let us briefly consider priorities as (1) “A supplement to price 
control”. There exists, due to wartime stimuli, an unusual demand for 
almost all goods —éincluding, and perhaps especially, non-essential 
merchandise. Without priorities, such demand might well put out of 
business firms who have adequate capacity to produce munitions of 
war, because under vigourous competition —in a short supply market 
— large and better connected firms — whether highly essential or not — 
could buy up the whole market. 


In peacetime, the highest bidder “took” the market by merely 
paying the price. A combination of “price ceilings”, priorities and other 
controls precludes such monopoly at present. Without such control, 
under present conditions, competitive bidding could boost prices to a 
very inflated level—to a level not dependent on the inter-action of 
“supply and demand” bidding, as in peacetime — but to a level only 
dependent on the “demand” side. Such “inflated” buying — with firms 
bidding higher and higher — would shift the extra production costs to 
the Government in the form of the price of end products (the Govern- 
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ment being the chief customer of wartime end products). If there were 
a “free market”, the Government would have to pay, with disastrous 
effect on any anti-inflationary policy. “Price control” is the basic direct 
war stabilizer of prices, but — with taxes, loans and compulsory savings 
— we believe that priority control must be coupled in any such price 
stabilization programme. 


For priorities may assist any anti-inflationary programme by 
excluding certain bidders from the market. The man with the A-1-c 
can’t bid directly against the man with the A-1-A no matter what he 
might be prepared to pay. (Remember, we are dealing with United 
States priorities and getting just a little theoritical in our disregard of 
Canadian price ceilings, for the moment.) Therefore, in contra- 
distinction to the peacetime criterion of “high take all’, a new system 
—a new set of temporary values is set up; values based solely upon 
the needs of the war. It is a fairly flexible system because we can always 
change the preference ratings assigned to effect delivery of certain 
materials or products to fit the current picture. A new assignment of 
ratings, together with attendant changes in United States priority 
regulations, could take steel from ’plane manufacturing to small arms 
manufacturing, if such a diversion seemed desirable. 


So we suggest, and only suggest, that priority control is closely 
coupled to price structures. We are certainly not equipped to defend 
such observations but merely pass along thoughts that may stimulate 
discussion. 


We also suggested that (2) “priorities are a supplement to a system 
of rationing”. This is a fairly obvious observation and we do not intend 
to enlarge greatly on the statement. An economist would probably start 
out by noting the fact that the “entrepreneur” normally produces goods 
for which he may receive the greatest profit. Under ordinary conditions, 
it has been — by and large — more profitable to produce luxuries than 
essentials (putting steel into electric refrigerators is more profitable 
than putting steel into railway cars, we'll say). Priority regulations 
curtail or prohibit the production of many “non-essential” items; this, 
we suggest, is directly connected with any form of rationing that has 
been or may be developed outside the priority system. 


We further noted that (3) “The priority system is conducive to 
substitution and simplification”. In any such programme of substitution 
and simplification, priorities are a positive help in that they compel 
producers — especially those who are not of prime importance to the 
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wartime production programme—to seek substitutes—and very 
adequate substitutes in many cases. Similarly, simplification becomes 
imperative if producers are to continue to operate under restrictions, 
prohibitions and limitations of various kinds that are imposed upon 
them by the Priorities System. 


In connection with this question of substitution, an interesting 
sidelight occurs to us. It is quite possible that a forced programme of 
substitution may, on occasion, spread the infection of shortages — if 
new restrictive measures are not brought in from time to time. Here 
is an example of what we have in mind: a manufacturer is prevented 
by “Limitation” or “Materials” orders to use a certain metal for a 
certain production so, with the resourcefulness for which our manu- 
facturers are noted, he turns to plastics. But many plastics are in grow- 
ing demand in the direct war effort; so, again, we may experience a 
shortage, due to war demands and less essential demands bunching 
around a certain raw material such as the plastics we have exampled. 
This discussion could be pursued down interesting avenues. 


We have attempted to give you some of the highlights of the 
Priorities System without too much tiring detail, and, also, we have 
tried to introduce some thoughts that may invite economic debate — a 
debate which must be confined to Economists’ Clubs and the like, since 
the Priorities Branch in Ottawa is much too busy interpreting and 
implementing priorities regulation to indulge in academic exercises. 


Some pseudo Shavion satirist has said that “an economist is a man 
with no money of his own who thinks he knows how other men and his 
country should spend theirs’. By that token, probably a “priority 
expert” (if there is such a thing) is “a man with no business of his 
own — for the moment, at least — who thinks he knows — and certainly 
tells other business men how their business should be conducted”. 


The fact remains that, for the duration, economic pressure along 
many lines is going to continue to be exerted through the media of 
priorities. Adam Smith would probably revolve rapidly in his grave 
if he could see what was happening; but it is happening and will 
continue to happen until the need for such a system disappears — for 
priorities are essential sinews in the codrdination of war production. 
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THE NUGENT PLAN 


DR. W. B. HARVEY 


Department of Economics and Political Science, 
University of Western Ontario 


OW would you like to buy your post-war automobile now and have 

the assurance that, in the meantime, the money you pay for it will 
be used to fight the Axis? That in brief is the question raised by the 
Nugent Plan! The idea behind this Lay-away Plan, as it is sometimes 
called, is simple. It is to enlist the sales forces—or those that are left 
of them and presumably those unfit for military service or war work— 
of the firms producing durable consumer goods like cars, refrigerators, 
and washing machines, and put them to work at the double job of 
selling victory bonds and automobiles, refrigerators or washing ma- 
chines (as the case may be). The bonds are to be non-transferable 
(except in such circumstances as inheritance or bequest, executions of 
judgments, and bankruptcy) and to be redeemable not in cash but in 
goods—not on a specified date but on a priority basis—the holders of 
these bonds to get the first cars, refrigerators, washing machines, etc., 
produced after the war in the order in which the bonds are bought. As 
an additional inducement to get people to commit themselves in advance 
to a specific way of spending the proceeds of their bonds—some of the 
boys who would like to buy a Buick now may need the money for beef 
when the bonds come due—it is suggested that the cars purchased 
under this plan be sold at a ten per cent discount. 


These two points—priority and the ten per cent discount—are the 
only solid advantages in the plan for the buyers. The advocates of the 
plan argue that to some people the prospect of getting some specific 
thing is a greater inducement to save than the prospect of having an 
equivalent value in the form of money. They point out that there are 
many cases of people who never save except for some specific purpose 
—a trip to Europe, a car, or some other definite thing. This attitude 
is not quite the same as that involved in the Nugent Plan because even 
if you are saving to buy a car you do not commit yourself in advance, 
you retain control of your money until you get your car. If, at any 


1Advanced by Rolf Nugent of the United States Office of Price Administration. It is 
in no sense an official plan. Accounts of it are to be found in Newsweek, May 25, 
1942, and in the Financial Post, January 9, 1943, and February 13, 1943. 
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time before you get the car, your mind or your circumstances change 
—if you need the money for a hospital bill—you still have it. The 
Nugent Plan involves definite commitment in advance and is clearly a 
disadvantage; any feeling to the contrary is irrational. Many of our 
actions are, however, motivated by irrational urges and to the extent 
that people lack imagination enough to visualize a whole array of things 
among which they can choose, the image of a shiny new car may be an 
inducement and, to the extent that it is, the plan may succeed in selling 
a few more bonds than would otherwise be sold, which is one of its 
chief aims. 


Consumers who fear inflation would find the plan a strong induce- 
ment to buy now, if they could know just what they would get and the 
price at which they would get it. But since neither of these things is 
possible, the plan cannot be used as a hedge against inflation. 


From a realistic point of view, it would seem that any extra bonds 
that the plan would sell would be the result of the sales pressure involved 
rather than of the balance of advantage from the point of view of the 
buyer. And if this is the case, the non-transferable feature of the bond 
will prove valuable, as many people who cannot achieve that triumph 
of mind over patter involved in successful sales resistance will sell their 
bonds the first time some other use of the money can be made to appear 
more attractive to them. It should be noted that this advantage is 
one that will be of maximum effect only if the buyer is not expected 
to buy more bonds in the future. The person who yields to sales 
pressure once and finds himself tied up with a non-transferable bond 
that he has bought on the instalment plan and has to pay for with 
money he would much prefer to use for other purposes will not be 
caught a second, time. 


It is clear that the plan gives the salesmen something to do; 
equally clear that it is not an easy thing. They are to sell a product 
they cannot describe—the engineers and designers who plan the model 
changes have scarcely begun to think about the post-war car; they 
are too busy designing tanks, jeeps and planes. Moreover, the sales- 
men cannot specify any price; and as to delivery date they can only 
promise delivery some time after the war. The ten per cent discount 
will evidently be necessary. Many of these salesmen, however, are 
“good” and may be able to sell bonds to people who might otherwise 
not buy them, even if their sales talk will perforce be somewhat in- 
definite. 


Salesmen, being an optimistic tribe as a rule, may be willing to 
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undertake the job. There may be enough in it for them to get them 
to go to work on it, if they can get their usual commission, a point 
to which we shall return later. 


The primary object of the plan, of course, is neither to find employ- 
ment for salesmen unfit for military duty nor to guarantee priorities 
and discounts to consumers. The primary object is the public interest. 
The argument from the point of view of the public interest is two-fold. 


First and foremost, it is argued that people, at least some people, 
will buy bonds that they would not otherwise have bought and will 
save (i.e., stop buying other things) in order to pay for them. This 
last is an important objective of war finance upon which too little stress 
has been placed in past campaigns for selling war bonds. Too much 
attention has been centred on piling up a big total of subscriptions to 
the loans, and too little on pointing out the necessity of cutting down 
our consumption. It is only if we reduce the amount of money we spend 
on current purchases that the price ceiling can be maintained in the 
face of increased consumer income and decreased quantities of consumer 
goods available for sale. The man who buys a bond borrows the money 
to buy it with from the bank and contrives to spend as much as ever on 
current purchases is not really helping the war effort—the government 
could just as well have borrowed from the bank direct. The Nugent 
Plan aims to meet this difficulty by having the bonds sold on the instal- 
ment plan only; this, it is hoped, will cause them to be paid for out of 
current income and therefore cause the buyers to reduce their pur- 
chases of other things. It should be obvious, of course, that any system 
of instalment sales of bonds or an engagement to buy war savings 
certificates regularly would have this merit to an equal degree; it is in 
no way tied up with the particular idea involved in the Nugent Plan. 
Credit must be given to the advocates of the plan, however, for stressing 
the importance of reducing current purchases of commodities. 


In the second place, it is argued that the advance purchasing will 
facilitate post-war reconstruction. The arguments on this point are 
not very convincing and in some cases contradictory, but since the 
proponents of the plan stress this aspect of it we must consider them. 


One line of argument proceeds on the tacit assumption that the war 
will be immediately followed by a depression and that the advance 
purchases, prepaid in effect, will give producers a back-log of orders— 
will provide a demand for goods that would not otherwise exist and 
therefore assist in mitigating the depression. This assumption appears 
to the present writer to be entirely devoid of reasonable foundation. 
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The advocates of the plan stress the desirability of confining its opera- 
tion to articles at present unavailable—specifically to automobiles, 
refrigerators, pianos, oil-burners, and automatic stokers. Now there 
can hardly be any serious doubt that there will be a big demand for all 
these things when they become available; there is a big potential 
demand for them now and it will grow with every day that passes until 
production is resumed. The argument that the plan is needed to create 
a post-war demand for these things must be judged unsound. 


The other and contradictory line of argument is based on the 
assumption that, in the absence of the Nugent Plan, there will be a 
tremendous but short-lived upsurge of demand involving in turn high 
prices, abnormal profits, and over-expansion of plant capacity, followed 
by collapse of demand and consequent depression. It is maintained 
that the Nugent Plan will enable producers to gauge demand more 
accurately—it will be introducing into modern mass production one 
of the features that gave some stability to the handicraft system of 
production—production to order. 


The assumption of brisk demand in the early post-war period seems 
to be justified. The assumption that production in anticipation of 
demand is a source of instability in capitalism is also valid. But it does 
not follow that the Nugent Plan would prevent the expected (and 
dreaded) fluctuation in production. It would do so only if all who are 
going to buy cars for several years after the war were involved in the 
Nugent Plan and if the total anticipated production of cars were spread 
evenly over the entire period. Now it is clearly unrealistic to assume 
that either of these conditions will be fulfilled. Only a small proportion 
of those who will want cars after the war will sign up under the Nugent 
Plan. Most people will want to have a look at the various makes and 
models before they commit themselves. Still less likely is it that the 
buyers of cars who want them right after the war will consent to wait 
years for them in order merely to avoid producing cars for the first 
year or two at a higher rate than can be permanent. Nothing but 
government control could achieve that result and if government control 
is to be continued the Nugent Plan will be superfluous. 


One modest contribution to post-war rehabilitation might be 
achieved by the plan. If the various articles to which the plan applied 
were pushed with about equal vigor, it might give some indication of 
the trends of post-war demand for different articles—not merely those 
involved but related lines. If oil burners and automatic stokers were 
ordered in large numbers and cars in small numbers, it might reasonably 
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be inferred the demand for housing and other items of home furnishing 
would also be large, while if cars were ordered in large numbers, it 
could be assumed that gasoline and lubricating would also be in high 
demand. But even this limited benefit would not be realized if the 
sellers of one product pursued the plan vigorously while others did not. 


In all of the foregoing, we have taken it for granted, as do the 
advocates of the plan, that the firms who make the articles will agree 
to participate. This seems to me to be most unlikely and therefore to 
constitute the strongest argument against the plan. Why should com- 
panies undertake to sell the first cars that come off their post-war 
assembly lines at a discount? In view of the shortage that it seems 
reasonable to expect, the interest of companies would obviously be to 
charge a premium and unless government controls are to be continued 
until the shortage is pretty well made up, a high price on cars will 
tend to distribute them to their most important uses. 


Again, why should the companies pay commissions to salesmen 
now on cars to be delivered after the war? Or is it to be expected that 
the salesmen will wait for their commissions until the customers get 
delivery of the cars? Or that the government will pay the commis- 
sions? This last suggestion would make the cost of selling the bonds 
very high. Thus it seems that the plan is likely to fail through unwill- 
ingness of the companies concerned to subscribe to it. 


In conclusion, it may be pointed out that the formulation of plans 
such as this, and the wide attention and interest which they attract, 
indicate that the public is aware of the gravity of the problem of return- 
ing to a peacetime economy and of keeping it functioning reasonably 
near full capacity. This is an encouraging portent and gives rise to the 
hope that, if a workable program were presented, it might have a good 
chance of being adopted. The thing that is regrettable is that none of 
the proposals that have come to the writer’s attention get down to what 
the economics text books, with almost complete unanimity, hold to be 
the basic problem of employment for any but short periods; namely, 
the right relation between wage rates and the productivity of labor. 

































THE CHALLENGE TO BUSINESS 


THE SOCIAL REVOLUTION 


ANONYMOUS 


HE only positive statement that can be made about the post-war 

world is that it will be different from the pre-war world. The job 
of reconstruction will present social and economic problems that will 
not be solved by pre-war methods. There is a widespread desire not to 
return to the pre-war world. The war coming right after ten years of 
severe depression has, rightly or wrongly, caused people to lose faith 
in some of their fundamental beliefs. We can only guess at what will 
replace these beliefs, but we can be sure that they are gone forever. 
We are in the midst of a social and economic revolution which so far 
has not found a goal. It knows what it wants to destroy, and has already 
gone a long way toward destroying it, but it does not know yet what it 
wants to build in its place. This fact is significant for everyone. 


The kind of world that will emerge after the war will largely 
depend on the kind of leadership that comes to the top. The people, if 
they are to survive as the people rather than the masses, must be alert 
to choose good leaders and reject bad ones. There is ample evidence 
that the people are aware of the problem. Shortage of paper and restric- 
tions on printing have not been enough to stop a flood of books and 
pamphlets that might be called “My Plan for the Post-War World”. 
Conversations in tap rooms, club rooms and barrack rooms turn to the 
subject. Letters to the press are full of it. Much of what is being said 
is foolish and hysterical. Some of it is insidious. Some of it is idealistic 
but impractical. There is little of it that is restrained. Much of it is 
dangerous because it is coming from people without either political or 
business experience who do not appreciate the magnitude of the problems 
involved. 


The business man has been singularly silent about the problems of 
the plan. He has frequently expressed the view that, since the war is 
not yet over, the matter is premature. This attitude is foolish. Demobili- 
zation will be too big an undertaking to go unplanned or hastily planned. 
Furthermore, it is in part being planned in the minds of the public on 
the basis of the information and arguments that are being fed to them. 
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Many of them are false. Unless business men speak up they will find 
their job, of supplying our food, shelter and clothing, being taken over 
by professors and politicians. 


This suggestion is not intended as a warning to business for its 
own sake. It is rather intended as an indication of a duty that business 
owes to the people. It is up to business to see that, whatever else the 
plan brings, it does not bring poverty. It will be a thankless job. Busi- 
ness may even have to fight for the right to do it because part of the 
peace plan in many minds jis to do away with the present generation 
of business men. Nevertheless, the fight must be made because the 
world cannot hope to succeed economically, in the post-war period, if 
it scraps all of the pre-war technical and organizational knowledge and 
experience. The time to start the fight is now, before the pattern is 
frozen. 


It has already been said that the future will not be like the past. 
We are in a revolution and there is no hope of stopping it or turning 
it back. Indeed, it would not be desirable to do so. There is no room in 
the plan for the person who believes that everything was perfect and 
that there is no need for improvement. A few business men have spoken 
and done more harm than good. They have simply been labelled reaction- 
ary, or worse, and forgotten. The revolution must be accepted, but this 
does not mean that it cannot be guided or directed. Where proposed 
action will not lead to the desired result, the business man can and must 
point this out. The people will define the kind of economic system that 
they want but the business man must take over the running of it. 


The first step is to find out what this new economic system is. It 
has not, of course, been finally defined. However, sufficient has already 
been said for its outlines to be apparent. The frame within which the 
business man will have to operate after the peace is commencing to 
appear. This article is an attempt to draw attention to that frame. It 
is written with the hope that it may start some thought on how business 
can be done in such a frame and in what respects the frame will have 
to be altered. 


THE NATURE OF THE REVOLUTION 


Previous to the great depression of the thirties it was widely 
believed that the economic processes that were described in the early 
19th Century were still in operation and that the world was being led 
by them along the path of progress to an age of untold plenty. The 
community was conceived as a body of free individuals, each one of 
whom was both a producer and a consumer. They met in a free com- 
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petitive market which served to equate supply with demand, and to 
encourage efficiency, ingenuity, and industry. Over-supply was thought 
to be impossible. Under-consumption was scarcely known as a term in 
economics. Everyone prospered as he laboured and there was equal 
opportunity for all. Furthermore, the process was thought to be auto- 
matic and continuous. There seemed to be no reason why it should end. 


The troubles of the last ten years have made it clear that something 
was wrong. The answer that is receiving popular acceptance is some 
variation on the theme that we now have a different kind of society to 
that which existed in the 19th Century and that a laissez-faire economy 
will no longer work. It is pointed out that in place of the many small 
producer-consumers, we now have a distinct small group of highly 
organized large scale producers opposed to the multitude of unorganized 
individual consumers. The balance of bargaining power in the market 
has been destroyed so that there is no longer any control over the 
economic system. The natural conclusion is that, whereas the automatic 
control has gone, an artificial control must be imposed. 


The above analysis of the problem is presented in its most emotion- 
ally detached form. No one is blamed for our difficulties. They are 
regarded as the natural results of our social and economic development. 
Other forms of what is essentially the same argument attribute the evil 
to either the gross stupidity or cupidity of the producer group and find 
their solutions in the elimination of this group. 


Besides the 19th century economic process, the 19th century eco- 
nomic goal has also been called in question. That goal was set at 
maximum wealth as measured in terms of money in the market. The 
producer tended to produce what would give him the largest return 
and that was the item for which the consumer was willing to pay the 
highest price. Everyone should have been satisfied. However, it is now 
found that people are not necessarily happy with what they buy. Some 
items cannot be profitably produced for sale to individuals, despite the 
fact that they are necessities of society as a whole. Roads, drainage 
systems and other public works fall within this category. There are 
other necessary commodities which could be sold to individuals, but the 
individual has not valued them sufficiently high to encourage their 
production in large enough quantity. Education falls within this class. 
It is being widely suggested that the variety of such commodities should 
be increased. Housing, it is felt, should be included in the first category, 
and medical care in the second. In other words, the economic good is 
being changed from wealth to welfare. 
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There are other more revolutionary and radical ideas being bandied 
about. However, the relatively sober middle class, which will in the end 
control the action, seems to limit itself to the restrictions of free enter- 
prise and the introduction of a planned economy, with the plan directed 
to social welfare rather than maximum wealth. 


THE BUSINESS MAN’s TASK 


The requirements of the war have made it necessary for the 
Government not only to purchase a very large part of our industrial 
output but also to require big changes to be made in the character of 
that output. Sewing machine manufacturers are now making machine 
guns. The Government has also had to impose restrictions and give 
direction to the balance of the production available for civilian con- 
sumption in order to insure a survival standard of living for all. The 
Government has first planned the national consumption and on that 
basis planned its production, and finally taken steps to see that the plans 
are carried out. This is the true meaning of a planned economy. Under 
the present circumstances no other type of economy would work. It 
would be foolish to leave the control of a wartime economy to the 
vagaries of a free market, when there is really only one purchaser in 
the market. However, it is wrong to use the success of such a system 
in wartime as an argument in favour of its use in peacetime, without 
giving any consideration to the difference between the two conditions. 


In war the standard of living drops to the level of sheer necessity. 
At this level the planning of consumption is easy. In peace we hope that 
the standard of living will admit some luxuries. Anyone who has had 
anything to do with planning the production of luxury or style goods 
for a single company will verify the fact that any single organization 
that attempts to plan the consumption of an entire nation at peace, and 
meet the popular demand, will have its hands more than full. On the 
production side, a government can also do more.in war than it can 
reasonably expect to do in peace. In war the national man-power can 
be ordered into distasteful and unremunerative employment. There is 
an emotional return that makes up for the fatigue and lost ambitions. 
In peace a strong government might do the same thing for a while, but 
it is certain that the people would not like it. 


The price of a planned economy is a regimented and standardized 
life. The people who are clamoring for such an economy do not know 
what this means. It is true that they are experiencing it now to an 
extreme degree but, as was pointed out above, the wartime emotional 
atmosphere is not suitable for reaching sound judgment on such matters. 
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In a crisis the average person likes to have his decisions made for him 
and to be told what to do. Furthermore, many people are comparing 
their present regimented life which, because it is regimented, seems to 
be secure with the uncertainty and insecurity of the years just previous 
to the war. Under the present arrangement everyone has a job and is 
sure of being fed, at least as well as anyone else. This is a powerful 
argument. The only thing to set against it is reason, which may be a 
poor thing to oppose feeling. Nevertheless, the reasons are good and 
valid. If a completely controlled economy were the only alternative to 
the genuine economic suffering of the past ten years, such control would 
have to be accepted in spite of its cost. However, it is not the only 
alternative and it is not the best one. 


The great economic and social complaint of the past fifteen years 
has not been that of a generally low standard of living but of an un- 
certain, fiuctuating and unevenly distributed standard of living. This 
is an abnormal condition. For the previous fifty years at least the 
business world had been characterized by an adventurous spirit. People 
considered that they had an opportunity and expected to be successful. 
The successful business man, instead of being envied and hated, was 
congratulated and respected. Trade unions even blamed their recruiting 
difficulties on an indifference arising out of the personal ambitions of 
the workers. 


The hopeful spirit of the age was, of course, fed by its great 
material progress and rapidly rising volume of business. Conversely, 
much of the economic development can be attributed back to the hopeful 
spirit and the personal ambitions of individual men. It was an age of 
new industries. The men who pushed the railway through, built the 
hydro-electric development, started the automobile industry, strung the 
telephone lines, commenced the broadcasting industry, and put an 
electric refrigerator in the home were not seeking security. They were 
taking big risks, following a mere vision, and working hard; in some 
cases for the love of achievement; in many cases for the mere love of 
exertion. Until something of that adventurous spirit is recaptured 
again we cannot have any real prosperity. That spirit is not generally 
developed in governments, beaurocracies, and committees. It is a 
characteristic of an individual. We must make certain that it is not 
destroyed or hampered by the sober damper of red tape and control. 


When the war ends an opportunity will exist to restore the adven- 
turous spirit to business. The opportunity for industrial expansion 
will be as great or greater than it has ever been in the history of the 
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industrial revolution. The years of wartime retrenchment and economy 
in civilian expenditure will have created a potential market of tremen- 
dous size. There is no evidence for believing that invention is a lost 
art. The war has uncovered plenty of inventive genius for its purposes. 
Wartime discoveries will be waiting to be put to civilian use. New 
discoveries will follow. The spirit to do the job will be waiting latent. 


After the war years the people will be glad to throw themselves 
into an effort to build rather than destroy. In short, the war can be 
made to clean the slate and serve as a jumping off point for a new era 
of hope and prosperity. Without leadership in that direction the war 
could produce the opposite effect. Being tired and worn out by the war 
effort, the people could easily lapse back into their pre-war depression 
and fear. There is a real danger of them deciding in favour of security 
rather than adventure. They may continue to want someone else to 
make their decisions and plan their lives for them. It is up to today’s 
business men to dispell this gloom and generate the enthusiasm that 
will lead to a healthy economic and social community in which each man 
can stand on his own feet and lead his own life. No government depart- 
ment could accomplish this task. There are two aspects of the task. 


In the first place, business must sell itself to the public. That should 
not be an impossible task for an organization that developed salesman- 
ship to its pre-war scale. However, a somewhat different technique will 
be required. On the positive side, the merits of business must be broad- 
cast. There are numerous appeals ready for exploitation. The material 
contributions that business organizations have made to life, and the 
parts played by specific small and large business men provide obvious 
material. A point that should not be overlooked, although it is difficult 
to evaluate it in economic terms, is the psychic income to be derived 
from private business, particularly from small private business. The 
group spirit and sense of belonging that exists (it really does exist) in 
many firms, the satisfaction that many small shop and factory owners 
get out of their work, the sporting nature of many of the competitive 
situations in business, and the dramatic elements in the turning wheels 
of industry are all capable of promotional treatment. The different 
technique, mentioned above, will be required on the negative side of the 
question. 


Contrary to the usual legitimate advertising practice, business must 
attack its opponents or at least defend itself against them. They have 
started a strong anti-business movement which cannot be ignored. In 
war the best defence may be attack, but it will not prove so in this case. 
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Attempts that have already been made to indict the socialist ideal as a 
plot to rob the industrious and pay the lazy do not ring true. Business 
cycles of such amplitude that a large part of the population are perma- 
nently out of employment, and the deliberate destruction of food in one 
part of the world while another part starves are much too powerful 
arguments on the other side of the question. Business will do best to 
admit the faults of the past and present a concrete programme for 
avoiding them in the future. 


This brings us to the second aspect of the task. While private 
business must be retained as a force in supplying food, shelter and 
clothing, it cannot be retained on the pre-war basis: if not for humani- 
tarian reasons then for the practical reason that the people will not have 
it. They will have more security for the individual and more common 
sense than did exist. The aim of business must be to obtain the drive 
and the satisfaction that comes from private business as well as the 
social advantages of a planned economy. That will mean a reformed 
private business. This doctrine may be preached but the best sermon 
will be a good example. 


The two recent great failures of private business, to prevent the 
depression of the thirties and to provide the means of fighting the war, 
were not as much failures of commission as failures of omission. It 
cannot be denied that some business men did commit crimes against 
society. They did maltreat labour, influence Government and rob con- 
sumers. However, these actions, while they raise hostile feeling, were 
not the root of the trouble and furthermore they can and will be held 
in check. 


Business failed because it suddenly found itself confronted by a 
new situation and was unable to do anything about it until too late. This 
fact may excuse business but it does not absolve it from taking steps 
to prevent a recurrence of the same thing. The new situation was really 
the discovery that the balance between the inter-related parts of the 
business community is much more delicate than had formerly been 
realized. The production of machinery must cease as soon as the rate 
of increase in the demand for the products of the machines falls. Auto- 
mobile workers cannot be paid at rates that are out of proportion with 
plumbers’ rates because the plumbers have to buy the automobiles. A 
foreign product cannot be suddenly shut out of a domestic market 
because the foreign market for a domestic product will thereby be closed. 


All of this sounds like common sense but the fact is that it was not 
appreciated. Part of the reason was the failure to realize that the 
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industrialization of the world had vastly increased the delicacy of the 
balance and part of it was an unwillingness to realize it until the last 
dregs of unrestraint had been drained. The fact was covered up for a 
number of years before 1929 by such measures as absurd advertising, 
foreign dumping, inadequate accounting for depreciation and financial 
fol-de-rol. 


Now the time has come to look the facts in the face. Business must 
realize the consequence of its actions and govern itself accordingly and 
in accordance with the social requirements of the community and its 
individual citizen. The community in the last sentence should be taken 
to mean the world. 


Put in a word, the business man must develop a professional 
attitude. One cannot expect it to happen all at once but one might look 
forward to a time when business will have the organization of a pro- 
fession among its practitioners, with educational and entrance require- 
ments, and a committee on malpractice and discipline. We require that 
of the men who look after our health, administer our law, and build our 
bridges; why not the men who supply our food, shelter and clothing? 
The objection will immediately be voiced that such an organization 
would be free to exploit the community to its own advantage. That 
would depend on the organization and on the community. 


It is a fact that one cannot live outside of public opinion. The 
attitude of the business man is the real crux of the matter. He must 
recognize that he holds a commission to deliver the world from poverty. 
To that end he must devote all of his energy. He must study the problem 
so that he will not fail through ignorance. He must realize that he is 
entitled to fair payment for his work, but his principal satisfaction 
must come from the exhilaration and the drama of the exertion itself 
and from the sense of a worth while job well done. 


This is the challenge to business. 

























POOLING OF RETAIL DELIVERIES 


A report on the Test Operation Conducted in the City of St. Catharines, 
Ontario, November 20th to December 31st, 1942 
Management Service Division 
Wartime Prices and Trade Board 


INTRODUCTORY 

N connection with certain studies carried on by Management Service 

in the field of retail deliveries, in June 1942, the question of the 
practicability of the pooling of such deliveries suggested itself. Despite 
substantial reductions which had been effected by the operation of 
Board Order 120, it seemed that the economic waste arising from the 
duplication of retail delivery facilities had not been given sufficient 
consideration generally. 


In September 1942, the question of an actual test of co-operative 
pooling in one city in Canada was considered. The following month, 
with the concurrence of the Administrator of Retail Trade and the 
Administrator of Services, it was decided to undertake such an experi- 
ment on a voluntary basis in the city of St. Catharines, Ontario, for a 
period of four weeks. The choice of this city had its origin largely in 
the existence in that municipality of a tight labour market occasioned 
by an expanded war industry. 


The objectives of the test were to ascertain the contribution which 
might be made by pooling: 


1. In reducing mileage operated by retailers’ vehicles with con- 
sequent savings in— 
(a) gasoline, 
(b) use of tires, 
(c) use of delivery vehicles and repair parts. 


2. In reducing the man-hours devoted to retail deliveries. 


At the same time the experiment was designed to establish the 
practicability of pooling in maintaining adequate service, while elimi- 
nating many of the competitive phases of deliveries. 


It was recognized that the commencement of such a test so close 
to the Christmas season would bring with it serious operating problems. 
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On the other hand, successful results during the peak period for retail 
deliveries during the year would prove its practicability in more normal 
months. 


The experiment commenced on November 20, 1942, and continued 
until December 31. It was conducted under the supervision of a Manage- 
ment Committee appointed by the Retail Division of the Chamber of 
Commerce of St. Catharines, and the direction of a representative of 
Management Service. Delivery the day following purchase was utilized 
and a campaign of carrying parcels also carried on. 


This report sets out the findings disclosed by the experiment as 
well as certain suggestions which it is felt have validity for the future. 
Appended to the report are a number of exhibits, describing certain 
specific phases of the operation, etc. 


Acknowledgment should be paid to the Administrator of Retail 
Trade, the Administrator and Deputy Administrator of Services, and 
the Information Branch for help and advice during the organization 
and operating period. 


Mr. Whitehouse of the Robert Simpson Company and Mr. Tippett 
of Tippett-Richardson, Ltd., assisted in checking the operating routine. 
The test itself, of course, would not have been possible without the 
co-operation of the Chamber of Commerce, St. Catharines, the mer- 
chants who engaged in the experiment, the members of the Management 
Committee, and the untiring efforts of Mr. E. A. Fox, Secretary- 
Manager, Chamber of Commerce, St. Catharines. 


ACCOMPLISH MENTS 


The consolidation or pooling of retail deliveries appears to be a most 
effective technique for achieving substantial economies in the use of, 
and mileage operated by, vehicles, with consequent savings in gasoline, 
oil and rubber, as well as in man-hours. 


The extent of the savings in this test is shown in the following 
table: 


SAVINGS IN: 
(a) Number of Delivery Vehicles 
Number utilized prior to test.......... 26 
Average number used during test.. 12 


niictiecinccagileasniaabaapindeniamaniatiiiias 73% (Approx.) 
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(b) Mileage Operated 
Estimate of weekly mileage prior 


a 5,000 
Avge. mileage per week during test 1,280 
SAVING .0rcrsrseseresceereeeveccscersonveseoseceseoees 74% (Approx.) 


(c) Man-Hours 
Estimate of weekly man-hours 


ne eee 1,082 
Avge. weekly man-hours during 
SUITES pidinineaanssikeuiuseiiiielenlddspiabebiledniaivtae 770 
RIED <inntcbihidtincalbdistandetnnbitinatasabbienenies 30% (Approx.) 


(d) Deliveries 
Estimated weekly deliveries prior 


BA MIDE - ssnswsnnceveccecsiahoninduncseinausibsantions 6,135 
Average weekly deliveries during 
NE eccidceninisinnieniabtodaiionecmabidiecninel 8,505 
IN ‘sicticcantiidicvacaihsscnibidinadiaaeaitmanis 43% (Approx.) 


METHOD OF ORGANIZATION 


The city of St. Catharines has a population of slightly more than 
32,000. For retail delivery purposes it must be considered as including 
as well the municipalities of Merritton, Thorold and Port Dalhousie. The 
city itself possesses sixty miles of streets but, with the addition of the 
adjacent municipalities mentioned above, the total area to be covered 
by retail delivery vehicles is normally considered as eighty miles. 


A preliminary study of the existing situation in St. Catharines 
disclosed that there were fifty-four merchandising and service establish- 
ments providing deliveries by automotive vehicles and operating sixty- 
four trucks of various sizes and types. This included some establish- 
ments whose vehicles had to be employed primarily in connection with 
repairs and installations. 


Through the good offices of the Chamber of Commerce, St. Cath- 
arines, several meetings of the retail merchants were held at which the 
proposed experiment, to be conducted on a voluntary basis only, was 
explained. Upon adoption, the proposal was placed under the jurisdic- 
tion of a management committee of eight to supervise its actual 
operation. 


Certain merchants declined to participate in the test for one reason 
or another. Finally, however, the experiment was undertaken by 
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twenty-seven merchants who had been utilizing twenty-six trucks, and 
whose deliveries comprised roughly eighty per cent of the total retail 
deliveries in the St. Catharines area. 


As a basis for establishing rates and planning the operations of 
the pool, the following information was obtained from the merchants of 
St. Catharines: 

1. The number and type of trucks operated by each store. 

2. The number of parcels delivered weekly under normal condi- 

tions, after the promulgation of Board Order 120. 

38. The estimated weekly mileage consumed by the vehicles of each 

store. 

4. The number of man-hours devoted to deliveries by each store. 

5. The delivery cost per parcel for each store and per mile of 

operation. 


Upon the basis of street maps supplied by the City Engineer’s Office 
and conferences with the Postmaster, the city and surrounding area was 
divided into seven delivery zones, roughly equalized for the number of 
residences and the distance to be travelled. Arrangements were then 
made to provide a truck per one thousand parcels weekly and premises 
for sorting and routing parcels secured in a vacant garage showroom. 


Before the commencement of actual operations, each participating 
establishment was furnished with a mimeographed sheet of instructions 
explaining the methods of handling, sorting, routing and delivery of 
parcels to be employed and the proper use of the various forms. Suffi- 
cient facts were supplied so that each employee of the stores concerned 
might have a copy. Copies of these instructions are appended to the 
report. 


In order that the co-operation of the public might be enlisted, 
details of the proposed test were placed with the St. Catharines “Stand- 
ard”. On the Saturday prior to the actual commencement of operation 
an advertisement was run by the Chamber of Commerce explaining the 
plan from the point of view of the consumer and listing the establish- 
ments which, up to that time, had agreed to join. This was followed by 
a series of six smaller advertisements, and spot radio announcements 
stressing what the public could expect in service from “Wartime De- 
livery Service.” 


In the advertisements the carrying of parcels, shopping early in 
the week, early in the day, and the planning of shopping ahead were 
















































56 The Quarterly Review of Commerce 


emphasized as a means of reducing the demands which might be placed 
upon the pool by consumers. In addition, the principle of delivery the 
day following purchase was carefully explained. 


OPERATING ROUTINE 
The operating routine designed for “Wartime Delivery Service’ 
was planned to provide flexibility, to make possible the minimum amount 
of supervision and to expedite as much as possible the handling of retail 
deliveries and settlement for them. 


, 


The city of St. Catharines was divided into six sections or routes, 
one of which included the adjacent town of Port Dalhousie. A seventh 
route was necessary to cover the towns of Merritton and Thorold. 


The pool depot was equipped with a series of sorting bins. These 
bins were utilized for sorting the individual parcels into routes and an 
alphabetical street index was prepared to indicate the route to which 
each street or section of street belonged. The provision of this index 
together with a large map indicating the breakdown by routes facilitated 
materially the sorting of parcels even by inexperienced help. 


(a) Light Deliveries 


Each evening between five and six, twotrucks were assigned 
to the task of picking up from the member stores the light delivery 
packages sold and made ready for delivery up to three o’clock on that 
day. These deliveries were brought to the depot and checked against 
the daily summary or record bill supplied by the store. During the 
evening, the parcels were sorted into routes and listed so that every- 
thing was in readiness for the drivers to load and get away as quickly 
as possible the following morning. 


The system used in the listing of parcels had three major objectives: 

(a) Provision of a record for reference in answering inquiries from 

stores or customers. 

(b) The gathering together of all deliveries for any one street or 

any one house, so as to facilitate the work of the driver. 

(c) To provide control over C.0.D. parcels so that all C.O.D.’s 

could be properly accounted for. 

During subsequent operations two amendments were found to be 
necessary. As the parcels for delivery from the two mail order houses 
arrived in St. Catharines early in the morning and were ready for pickup 
before noon, it was found that to leave them at the order offices until 
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the close of business inconvenienced the staffs of the organizations con- 
cerned. In addition, it aggravated the problem of sorting to be carried 
out at the depot at night. Accordingly, parcels to be delivered from the 
mail order offices were picked up as soon as possible in the morning after 
receipt of a ’phone call that the shipment was ready. 


It was also discovered that when the pickup was carried out be- 
tween five and six in the afternoon, some member stores would not have 
their parcels ready. To meet this situation, it was finally decided to 
pick up between nine and nine-thirty in the morning from all but the 
mail order houses. This resulted in the mail order work being carried 
out during the afternoon and evening and the pickups from the other 
stores being sorted in the morning and going out on the afternoon 
delivery. 


By this means all parcels were dispatched to the customers on the 
following purchase and mail order parcels, of which a substantial portion 
were C.O.D.’s, were delivered in the morning. For Merritton and Thorold, 
deliveries ordinarily were made three times weekly. 


(b) Heavy Deliveries 

A separate routine was designed for the deliveries of heavy parcels, 
defined roughly as those too heavy to be handled easily by one person or 
which because of bulk could not be handled practicably on a light 
delivery truck. 


A special form was devised for the handling of such deliveries and 
copies of this form were supplied to all stores. Any establishment 
requiring the services of a heavy truck completed a heavy delivery form 
which was then collected by the driver of “Wartime Delivery Service” 
at the same time as he picked up the light delivery parcels. These forms 
were then sorted by routes and given to the drivers of the heavy 
delivery trucks who collected the goods at the store concerned and 
delivered directly to the customer’s home. 


Because of difficulties in securing sufficient heavy vehicles the pro- 
vision of service for this type of deliveries had to be abandoned on 
December 5th. 


(c) Food Deliveries 

Deliveries for food stores also required a special routine. Because 
of weight and bulk, it appeared impracticable to handle these at the 
Same time as any large volume of light delivery packages. Moreover, 
since many orders included perishable goods, the storage of such parcels 
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in the depot over night for delivery on the following day seemed 
inadvisable. 


For these reasons it was arranged that pickups from the food 
stores would be made between twelve and one o’clock each day of all 
purchases made up to eleven o’clock that morning. The orders were 
then sorted and listed and delivered in the afternoon within a matter 
of five or six hours after their receipt by the pool itself. 


The great bulk of food deliveries falling on Friday and Saturday 
occasioined frequently the sub-division of certain delivery routes on 
those days since it was impossible for one truck to carry on the 
deliveries for a complete area. Friday and Saturday normally account 
for approximately sixty-five per cent of the total week’s deliveries of 
food and Saturday itself represents approximately forty per cent of 
the week’s total. 


Appended to the report is a complete set of the forms used in the 
operation of the pool. Also appended to the report is a description of 
the method of handling C.O.D.’s and the listing of parcels for the 
various routes. 


SAVINGS IN VEHICLES, MILEAGE AND MANPOWER, ETC. 
(a) Reduction in Number of Delivery Vehicles 


The 27 merchants participating in the test, according to informa- 
tion supplied to them, utilized 26 vehicles for retail delivery purposes 
prior to the test. The distribution of these vehicles is set out in Table I 
following. 


The average number of trucks operated by the pool as shown by 
Table II was 7.2. The reduction achieved in the number of vehicles, 
accordingly, was approximately 73%. 


(b) Reduction in Mileage Operated by Retail Delivery Vehicles 

In the original survey before the commencement of the experiment, 
estimated mileage figures were serured from all the merchants. Since 
many retailers, particularly in the hardware and electrical group, used 
their trucks for service purposes as well as for delivery, any precise 
determination of the mileage consumed in actual deliveries was rendered 
difficult. 


The estimates furnished by the participating merchants resulted 
in a figure of 5,700 miles, and this was reduced to 5,000 by the Manage- 
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ment Committee for computing purposes in the experiment. The dis- 
tribution of this mileage is shown in Table III. 


Against this, the mileage record of the trucks utilized by the pool 
shows an average daily mileage of 29.4, or 1,280 miles weekly—a reduc- 
tion of 74%. 


_In Table IV, a detailed record of mileage consumed by the vehicles 
utilized in the test is set out. For seven trucks the actual speedometer 
readings are included, but for the other eight trucks used intermit- 
tently, estimates had to be employed. With reference to the seven for 
which accurate data were available, the average daily mileage per truck 
was 29.2. 


It will be noted that there is a considerable variation in the mileage 
between individual vehicles. This is attributable almost entirely to the 
distance which had to be travelled to and from the depot and the respec- 
tive delivery areas. 


(c) Reduction in Man-Hours Devoted to Retail Deliveries 
The figures obtained from the participating merchants prior to the 
inauguration of the test disclosed a total of 1,082 man-hours devoted 


weekly to retail deliveries by the 27 concerned. This is set out in 
Table V. 


In Table VI, the man-hours during the experiment, including those 
supplied by representatives of Management Service, disclosed an average 
of 770 man-hours per week, or a reduction of 30%. 


During the period of the test, light deliveries required 2,995 hours 
of work for the deliviery of 16,200 orders (not individual parcels). This 
means that the entire operation of the pool, including pick-up, sorting, 
listing, recording, telephone service and rates, required 11.09 minutes 
per delivery. 


In the earlier stages of the experiment, a considerable amount of 
time had to be devoted to ironing out problems, revising methods and 
procedures, etc., so that the savings established in the experiment 
unquestionably were lower than those obtainable in a regular operation. 


(d) Reduction in Number of Deliveries 


The estimated weekly deliveries by the participating merchants 
before the experiment were 6,135. The average actual deliveries during 
the period of the test were 3,505, a reduction of 43%. 
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It is not possible to state categorically how much of this may be 
attributed to delivery day following purchase, to the intervention of 
an intermediary between store and consumer, the “Carry-Your-Parcel” 
campaign which was utilized during the experiment, or the effect of 
earlier Christmas shopping in 1942. 


PROBLEMS LIKELY TO BE ENCOUNTERED IN POOLING 


This report would be incomplete if it did not point out problems 
likely to be encountered in future pooled operations. As a means of 
overcoming these, stress should be placed upon the following: 


(a) The provision of an adequate working capital fund at the 
outset. 


(b) The guarantee of an adequate and continuous supply of trucks 
and helpers from the participating merchants. 


(c) The appointment of a satisfactory manager appointed by the 
merchants. 


(d) Detailed education of store employees in the workings of the 
pool. 


(e) Education of drivers and depot help in responsibility to the 
stores and the consumer. 


(f) Consideration of inclusion or exclusion of heavy deliveries. 


(g) Co-ordination of the routine with that utilized by mail order 
houses operating in the area and speeding up of handling of 
C.O.D.s and returns. 


(h) An adequate accounting system. 


(i) Because of the uncertainties of the initial operations, and the 
effects of a concurrent “Carry-Your-Parcels” campaign, etc., 
consideration of establishing rates upon a pro rata weekly or 
monthly basis, at least for a time, is suggested. 


(j) The provision of sufficient trucks for week-end food deliveries, 
which might involve the elimination of deliveries of general 
merchandise on Saturday. 








TABLE I. 


Pooling of Retail Deliveries 


NUMBER OF TRUCKS OPERATED PRIOR TO TEST BY PARTICIPATING 


MERCHANTS 


St. Catharines Pooled Delivery Experiment 


No. of 

Classification of Partici- 
Establishment pants 
Mail Order ........... 2 
Department Stores ......................... 2 
Hardware and Electrical... 6 
Paints, Wall Paper, etc. 4 
Furniture and Home Furnishings 7 
RPNINGE  ....<anianesapniecesnesuchaseustban) ates re 3 
Miscellaneous  ...........0..000.ccceecee 3 


Designa- No. Trucks 


tion of Prior to 
Store Test 
3 
1 


(Incl. above) 


PNK MES CHMROVOZE YU RUHMayNbOWD> 
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TABLE II. 
NUMBER OF TRUCKS OPERATED DURING TEST BY POOL 
St. Catharines Pooled Delivery Experiment 


(Light Deliveries — 30 Days’ Operation) 








No. of Days 
Truck Operator in Operation 
IERIE Se ARS ee ee ne a 22 
Gilmer & Thomson (Participants’ truck) .................... 22 
| PRES RUSS. Re eR eet ae. one ees 30 
ESTEE SSA ESE eT ee 30 
ESS RR ee eee aia Sey ke 22 
a. i _,,, bic.bsissuiswarshi’s «ich baad baibecknsox pad neceuatabuecs cee ees 17 
Re errr ere are Pee ee ELIS fer APR Sc oe RE TL COR Oe LA 24.5 
167.5 
BS Cae CE WTO) inna sniccccccisccsensesciccsscsccsiccssnss 50 
217.5 
No. of Trucks per Day — 217.5=7.2 
30 Days 
TABLE III. 


ESTIMATED WEEKLY MILEAGE OPERATED PRIOR TO TEST 
BY PARTICIPITING MERCHANTS 
St. Catharines Pooled Delivery Experiment 


No.of Designa- Est’d Wkly. 
Classification of Partici- tion of Mileage 
Establishment pants Store Prior to Test 


Mail Order 2 600 
450 
(Incl. above) 
250 
150 
285 
160 
225 
180 
250 
300 
100 
(No Est. Rec’d) 


Department Stores 2 


Hardware and Electrical 6 


Paints, Wall Paper, ete. .................. 4 


A 
B 
C 
D 
E 
F 
G 
H 
I 
J 
K 
L 
M 
N 





MI 


wo oe ee 
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Furniture and Home Furnishings 7 O 750 
P 400 
Qs (No Est. Ree’d) 
R “ 
S “ 
7” “ec 
U 400 
Groceries 5S dncoebt ee: Rie,23 3 V 400 
Ww 400 
x 400 
Miscellaneous .. ne 3 z (No Est. Rec’d) 
Z 
AA 
27 5,700 miles 
Less reduction in 
Estimates .......... 700 
Net Estimate . 5,000 miles 
TABLE IV. 


MILEAGE RECORD—ST. CATHARINES POOLED DELIVEGY EXPERIMENT 
(Light Deliveries) 


Speedometer Readings Miles Daysin 
Truck Deduc- Oper- Opera- Daily 
Operator Start Finish tions(a) ated tion Average 
Caplan 37,435 37,982 547 22 24.9 
Gilmer & 

Thomson 20,846 21,406 560 22 25.5 
Urlocker . 26,171 27,486 875 940 30 31.3 
Beamer 14,400 15,450 62 988 30 32.9 
Hall . 13,667 14,742 352 723 22 32.9 
Irvine 21,117 21,859 272 470 17 27.6 
Reynolds . 41,002 41,674 ate 672 24.5 27.4 








174,638 180,559 1,061 4,900 167.5 29.2 
8 Other Trucks 
(Short Periods) Le 50 30 Est’d 





6,400 217.5 29.4 
Total Mileage for 30 days — 6,400 Miles 
Total Mileage for 6 days — 1,280 Miles 


(a) Represents mileage travelled between operators’ home and pool 
and mileage used on other work. 
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TABLE V. 





WEEKLY MAN-Hours ESTIMATED DEVOTED TO DELIVERIES 
PRIOR To TEST 


St. Catharines Pooled Delivery Experiment 


Classification of 


Establishment 


ES ee 


Department Stores ............0.000000.. 


Hardware and Electrical 


Paints, Wall Paper, ete. ................ 


Furniture and Home Furnishings | 


Groceries ...... 


Miscellaneous 


No. of 
Partici- 
pants 


2 


2 


Designa- 
tion of 
Store 


PNK ME dSCHAHDOVOZEO RUN MaA SHU AWD 


Estimated 
Weekly 
Man-Hours 
96 
54 
30 
36 
18 
45 
48 
30 
24 
24 
30 
20 
15 
15 
96 
96 
25 

6 
10 
15 
144 
60 
72 
48 
10 
10 
5 


1,082 
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TABLE VI. 
AVERAGE WEEKLY MAN-HourS CONSUMED 
St. Catharines Pooled Delivery Experiment 


Depot Help 
Supervision, Sorting, Listing, Phone 
Services, Cashier, Records, ete. .............. 
Truck Drivers 


I oc aS recs attonvademsesove 401 

ID ooo ss acalaecsaceass A ciniewsciedons 66 
Helpers 

Light Deliveries oat Sans ake RAL titi 31% 50 

I IID iiss sass sdhicatbenaxeaninannaiiemmiacio’ 13 

Total Number Light Deliveries................ 16,200 

Total Hours Light Deliveries.................. 2,995 


240 


467 


$3 


770 


Average Time per Light Delivery............ 11.09 Minutes 
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BOOK REVIEW: 


THE COMMON PROBLEM 


WILLIAM R. YENDALL 
The Ryerson Press, Toronto. 


* * * 


HIS is a book which may be read with benefit by most people. 
While it deals mainly with the economic and social problems of 
Canada, yet they are problems which are common to all the countries 
of America. The author is a successful business man. It is of special 
interest to this reviewer that such a man should have found time for 
the years of reading and thinking obviously necessary to have grasped 
so well the essentials of the problems involved. The book probably 
represents the best statement that is likely to appear, reflecting the 
attitudes of the more thoughtful business men of the present time. 

“The common problem” is the problem of raising the scale of living 
—not just once but continuously to ever higher levels. It is the problem 
of utilizing abilities and resources to achieve this end. But it is not a 
materialistic objective alone which the author seeks. Life consists of 
more than a merly abundant flow of goods and services. The reader 
may be surprised to discover that the author, who would insist that he 
is a practical man and not a theorist, is decidedly an idealist. It is a 
judicious idealism which adds materially to the merit of his book. 

The central theme of the book is an exposition and justification of 
the system known as an individual enterprise economy. Under this 
system the scale of living for the western peoples has risen more during 
the past century than in many hundreds of years preceding. The merits 
of the system are well developed. While it is also called a capitalistic 
economy and often with the emphasis on ownership rather than on 
functions, the author shows that a constantly decreasing proportion of 
the rapidly growing income goes to capital and a constantly increasing 
proportion accrues to labour. He argues further that the system is 
tried and proved, and that no other plan offers comparable hope for 
the future of our western world. 

The difficulties, the weaknesses and the failures are recognized. It 
is maintained that misunderstandings are at the bottom of most of our 
troubles. These misunderstandings are not confined to any one group 
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of society but arise in all groups. Our private interests are not always 
in conflict as is too often supposed, but are in reality complementary, 
in the order of Bastiat’s Harmonies. Intelligence, tolerance and good- 
will, with a full acceptance of responsibility, could solve these difficulties 
and provide a concerted effort that would move society ahead at a more 
rapid rate than has ever been reached in the past. When depression 
threatens or even when it arrives, employers must accept the responsi- 
bility of maintaining their usual level of employment, although it may 
not be profitable at the time. Employees also have responsibilities. 

A chapter is devoted to the Church, in which its limitations as well 
as its possibilities and duties are considered. There is a chapter on 
government and a chapter each on human relations and the special 
problem of employer-employee relations. The ordinary courtesies of 
social life, not to mention higher standards of human conduct and 
attitudes, can be carried into business, thereby building up a permanent 
esprit de corps with its multiple benefits. The futility of pacts and bar- 
gains is noted, while the endurance of relations resting on a foundation 
of fair dealings, mutual benefits and mutual respect is stressed. Life 
is more than efficiency and efficiency is more than mechanics. 

The chapter on money points out a number of popular fallacies 
which should be corrected. The author’s monetary theory is decidedly 
on the order of the needs of trade. In the field of international trade 
it is argued that tariffs are necessary to preserve national welfare and 
for the purpose of providing bargaining power to develop export trade. 
The recommendation and argument for the restriction of trade between 
countries does not appear to the reviewer as being fully consistent with 
the author’s well-developed argument for laissez faire within a country. 
The principle of absolute advantage is discussed but the more important 
principle of comparative advantage is not introduced. 

A crisis is not a depression, but irrational behaviour by business 
people and by consumers may turn a crisis into a depression. Rational 
fiscal policies put into operation by governments can be useful in main- 
taining economic stability. It is argued, however, that there are well- 
defined limits, at least on the expenditure side. In the main, people help 
themselves out of depressions and by better relations and understandings 
could keep themselves out of depressions. 

In the main the book is an eminently sensible discussion of the 
complex problems of modern society by a business man with wide 
experience. He has applied his philosophy of business with success. He 
lives his philosophy of life. The book is easily readable and should serve 


a very useful purpose. 
—E. E. REILLY. 











